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WEDNESDAY, MARCH 12, 1958 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to call, in room F-39, 
the Capitol, Hon. A. Willis Robertson (chairman of the subcommit- 
tee) presiding. 
Present: Senators Robertson, Hayden, Bridges, Dirksen, and John- 
ston. 
Tax Court or THE UNrrep States 


STATEMENTS OF J. EDGAR MURDOCK, CHIEF JUDGE; OTTO W. 
SCHOENFELDER, ADMINISTRATIVE OFFICER; AND 0. A. KEETER, 
FISCAL OFFICER 


SUMMARY OF 1959 INCREASES 


Senator Rozertrson. The committee will please come to order. 

Our clerk has scheduled the members of the Tax Court to be heard 
first; not that they are more important than the Treasury Department 
or the Coast Guard, but because they will probably be briefer. So we 
will now hear Judge Murdock. 

You may proceed. 

Judge Murpvock. The budget estimates of the court for the fiscal 
year 1959 contain an increase of $21,000 above the aperndiaced 
amount. of $1,460,000 for the fiscal year 1958, or a total of $1,481,000. 

The $21,000 increase, which has been approved by both the President 
and the House of Representatives in H. R. 11085, is needed to defray 
various increases in cost anticipated for the fiscal year 1959, including 
retired pay for a judge who tetas eligible for retirement at full 
pay on June 2, 1958, advancements in grade for four attorneys, in- 
creased charges for a pro-rata share of telephone services, and funds 
to permit reimbursement for authorized employee health services. 

An agreement between the court and the Treasury Department, 
which provides for the furnishing of telephone switchboard services 
on a pro rata cost basis, enables the court to reduce its request for 
personnel by one position in the fiscal year 1959. 


TRIAL PROGRAM 


The trial program of the court, as proposed in these estimates, is 
essentially the same as the approved program for the fiscal year 1958 


1 
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and anticipates approximately 160 weeks of trial work in 50 major 
cities throughout the United States. This is considered to be the 
maximum trial calendar that can be undertaken without overloading 
the judges. 

According to present estimates, new tax cases to be filed before the 
court during the fiscal year 1959 will reach the highest level since 1953, 
when 7,122 new cases were received. The court makes no attempt to 
provide a factual explanation for the rising trend indicated. How- 
ever, there appears to be an increasing proportion of new litigation 
‘ attributable to the changes enacted in the Internal Revenue Code of 
1954. 

The court is fully aware of the volume problem presented to it, and, 
to meet the situation, it will continue to establish the maximum trial 
program possible and to utilize fully the judges available without 
creating critical burdens for them. 

Senator Ropertson. Any questions? 

Senator Dirksen. Only one question. 

As in other years, Judge, we always try to find out what your docket 
is like, whether you are diligent in the pursuit of these matters and 
getting the load whittled down and getting recalcitrant taxpayers 
satisfied. You send everybody away happy, I am sure, don’t you? 

Judge Murpock. We try, of course, to stand between the Treasury 
and the taxpayer on these matters, but sometimes we have to decide 
that the Treasury is correct. 

Senator Dirksen. That makes the Treasury happy and the tax- 
payer quite unhappy. 

Judge Murpock. I think they are both happy. 

Senator Dirksen. You think they are both happy. 


WORKLOAD 


Judge Murpock. I think so. 

Our workload, Senator, has been going up, and, with the Code of 
1954, I think it was natural to expect some additional load of litigation 
because the 1939 Code had been in effect for quite a while and a num- 
ber of things had been pretty well settled. With a new code, we could 
expect some additional cases to be filed, and they were. 

or about 3 years the number of cases that we were closing was 
exceeding the number that was coming in, but with 1957 the trend 
changed and I think it was due largely to that. 

Senator Bripcrs. How many cases do you run a year, as a whole? 

Judge Murpock. Anywhere from 4,500 to 5,500 would be normal 
coming in, and if we can get out a like number or a little more, then 
our backlog doesn’t increase, naturally. But it increased in 1957. 

Senator Brivces. What was the total? 

Mr. ScHornFetper. We actually filed 5,259 in 1957. 

Judge Murpock. That exceeds the figure I was talking about. 

Senator Brinces. After they are filed and before they come to 
hearing or trial, some of those cases are settled and withdrawn. 

Judge Murpock. Yes, Senator. The number of cases filed with the 
Tax Court is misleading because at least two-thirds of those cases will 
be settled without any effort on the part of the Tax Court at all. So 
have that in there. 
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The Commissioner sends out his notice of deficiency, and the peti- 
tion can come in within 90 days, but the negotiation for possibility of 
settlement continues. The fact of the matter is that over’two-thirds 
of the cases docketed are eventually settled, and the ones'that we 
decide are in the remaining one-third. 

There is a waiting period there, but it is not lost time, as it might 
be in other courts, because of that period for cooling off and further 
negotiation for settlement. And the time isn’t wasted by any means. 

If we were ready to decide every case the moment it became at issue, 
I think the settlements would be materially less, but, because there is 
a waiting period, there is settlement; there is negotiation. The Inter- 
nal Revenue Service continues to negotiate with the taxpayers. And 
even after our notice of trial goes out, a large number of the cases are 
settled after that. The time comes when they are going to have to try 
this case or settle it, and then both parties become pretty sober about 
settlement, and most of the settlements occur at that time. 

Senator Brinees. After the average case is filed, is it heard by the 
court? And then how long does it take before a decision comes out? 

Judge Murpvock. The chances are that the cases that are heard have 
been there on an average of probably as much as 2 years. An average 
like that is always somewhat misleading. There may be a great many 
of those cases that are there because the parties want them there. 
There may be something pending in the Supreme Court. It may be 
something like that, or they may have some other matter that has to be 
settled elsewhere before they can get around to the trial or settlement 
of his case. 

So it is somewhat misleading. But I would say a couple of years. 
Once we hear it, then it is only a matter of 6 months or so until it is 
decided. The parties have to file briefs during that period, and the 
judge will get around to it and decide it. That period is not long. 

Senator Dirksen. Judge, did you submit in the House hearings 
here a tabular statement showing cases filed, cases disposed of over a 
period of years, and what your present workload is? 

Judge Murpocr. Yes. Itisallinthe record. 


SIMPLICATION OF TAX RETURN FORM 


Senator Dirksen. I have one other question. 

It would occur to me that you gentlemen on the Tax Court, by virtue 
of the diversity of cases which come to your attention, which range 
the whole gamut of the Internal Revenue Code, ought to be ina pecul- 
iarly good position to be able to appraise and make recommendations 
on occasions for simplification of this labyrinthian and bewildering 
tax system. It will baffle a Philadelphia lawyer. 

Judge Murvocs. I am about to make up my own return this after- 
noon. I know what you mean. 

Senator Dmxsen. [ am about to make up my return and I shudder 
when the time comes, even though it is along reasonably simple lines. 

I not only shudder as to the return, but I shudder as to the amount. 
However, that is neither here nor there. This thing has to be simpli- 
fied. I think this is an impossible situation we have. 

Judge Murpock. Following us comes the Treasury, Senator Dirk- 
sen, and I hope that they will have the brains to do that. 
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Senator Dirksen. You say you hope the Treasury will have the 
brains to? 

Judge Murvock. That is right. 

Senator Dir«sen. I am for that. 

Judge Murpock. It isn’t too desirable that the Tax Court should 
get too mixed up in legislation, because we have to decide this legisla- 
tion and make determinations in the light of the legislation, and I 
think it is just as well if we don’t have too much of a part in enacting it. 

Of course, if I had any suggestion that I thought would be helpful, 
I wouldn’t hesitate to give it. In fact, it is sometimes asked by the 
joint committee, and if we have any suggestion we give it. 

Senator Dirksen. Suppose that we three members of this subcom- 
mittee, who think in a common frame and have for so long, should 
vote as of now to mandate the distinguished chairman of this commit- 
tee to send you a letter and ask you whether you have any suggestions 
or recommendations for a simplification of the tax return, would you 
feel free under your authority to make a reasonably good and detailed 
response to that letter? 

Judge Murpock. Senator, I wouldn’t think, in the first place, I am 
particularly qualified to do that. I have never refused to do anything 
that I could to help in any respect, but I don’t believe that that would 
be a particularly good thing for the Tax Court to do. However, if 
requested, we certainly would do the best we could. That would 
require quite a bit of researcl. and study, and we don’t have facilities 
for that. 

Senator Dirksen. We might talk the chairman into providing you 
some additional facilities. In any event, it isa matter that engages our 
attention year after year, and maybe sometime we will get something 
done in that field. 

That is all. 


COURT MEMBERSHIP 


Senator Rosertson. How long have you been a member of this 
court ? 

Judge Murpock. Senator, I have been a member of this court since 
June 1926. 

Senator Rorertson. You will remember when former Representa- 
tive Disney and I once had a little change made in the law to make 
youa judge? 

Judge Murvock. Yes, sir. ’ 

Senator Rorertson. How many members of the court are there? 

Judge Murpock. There are 16 regular members of the court. 

At the moment we have four retired judges who have been called 
back and are on full-time duty. 

Under the law I can call them back whether they care to come 
back or not for as much as 90 days, but all 4 judges have consented to 
come back on a full-time basis and I have called them back on a full- 
time basis, and they have been working at that for some time. 

Senator Rosertson. I believe the chief judge is selected by majority 
vote? 

Judge Murpock. Yes, sir. 

Senator Ropertson. At least every 2 years, and they can rotate 
that ? 

Judge Murpock. Yes, sir; it is rotated. 
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RETIREMENT PROVISIONS 


Senator Roserrson. What are the provisions for retirement? 
Judge Murvock. Generally speaking, retirement is required at 70. 
Senator Ronerrson. After how many years of service ? 

Judge Murpvock. The retirement is on full pay if you have served 
24 years or more. 

If it is less than 24, then whatever fraction the years served over 
24 make, you get that part of your pay. If you have not served as much 
as 10 years when you become 70, then you can serve the remainder 
of 10 years in order to qualify for half-pay retirement. 

Senator Ropertson. What is the pay ? 

Judge Murpock. $22,500. 

Senator Rosertson. You have said in your original statement that 
a major portion of the increase of $21,000 that is in your budget allow- 
ance as approved by the House, was to cover the retirement pay of a 
judge that is going to retire. 

Judge Murpock. I can’t say that he is going to retire. He will be 
eligible for retirement and, therefore, we have to provide for the 
possibility. 

Senator Rosertson. We just want to make sure whether this $21,000 
over and above what you spend in fiscal 1958 is necessary, or not neces- 
sary, and you mention that as one justification for it. 

If he does not retire, then, would you find some way to use this 
$21,000, or would you save it ? 

Judge Murvock. That would be turned back to the Treasury be- 
cause it is earmarked for that purpose. We couldn’t spend it without 
permission. 

Senator Rosrrrson. We do not actually earmark it except by testi- 
mony, and your testimony is that some of it will be for the retired 
pay of a judge, some to advance four lawyers in grade, some to pay 


for telephone service, and some to reimburse authorized employee 
health services. 


Judge Murpocr. Yes, sir. 

Senator Rorertson. All that is above what you were doing last year. 
The pay for the judge will be $22.500, if he gets the full pay. 

Mr. Scrorenretper. The $15,625 requested represents the net addi- 
tional amount required in order to meet that retirement pay, if the 
judge retires. 

As the Chief Judge has previously testified, if the judge does not 
retire, that amount of money would not be utilized. The additional 
amounts that are necessary are $4,000 for communication services, and 
the $1,500 amount needed for reimbursement for employee health 
services; the total of $21,000 includes the net amount of $15,700 that 
is needed to cover the personal services item. 

Senator Rorerrson. Are there any further questions? If not, we 
will insert the customary pertinent data sheets from the justifications 
at this point, and we thank you, gentlemen. 

Judge Murpock. Thank you. 

(‘The material referred to follows :) 
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SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: Administration and adjudication (total 


ae a aa aoe a cigrine siete $1, 303, 790 $1, 460, 000 $1, 481, 000 
Financing: Unobligated balance no longer available_-_-.......- 61, MD Titthccarneshwclbvadeedtivasee 
Appropriation (new obligational authority) -_...........- 1, 365, 000 1, 460, 000 1, 481, 000 

Object classification 


1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions................-.......- 151 151 150 











Average number of all employees. -.........--..--.--.-.-....- 141 149 146 
Number of employees at end of year..............-..-....-... 145 151 150 
DI TE RS ONE CII once eccncn rece sc ccenceseceisns 7.4 $5,448 | 7.9 $5,622/ 80 $5,777 
01 Personal services: 
I innunabocnsesnaseahsinasmanbason $1, 020, 753 $1, 105, 586 $1, 105, 661 
eee ee eee 123, 614 128, 414 139, 039 
I BIEN sas hcrcictocnestcddasconntnd 1, 144, 367 1, 229, 000 1, 244, 700 
02 i atelktdbbliicdiahobebaethannacéuin’ 36, 845 40, 000 40, 000 
03 Transportation of things 1, 290 2, 000 2, 000 
04 Communication services 6, 412 7,000 11, 000 
Penalty and registered mail 6, 030 8, 000 8, 000 
05 Rents and utility services 6, 390 7, 500 7, 500 
06 Printing and reproduction..._.........-.....-.-.-...-.-.- 14, 928 16, 000 16, 000 
eee eee 23, 369 31, 500 31, 500 
Services performed by other agencies-__. 2, 875 3, 000 4, 300 
08 Supplies and materials....................- 19, 043 19, 000 19, 000 
oC Eee 41,810 28, 000 28, 000 
11 Grants, subsidies, and contributions. -..................-..].....--..---.- 68, 500 68, 500 
15 Taxes and assessments...................-.--------------- 431 500 500 
NS « cabicudeconuntndanibnnawenancinaseabell 1, 303, 790 1, 460, 000 1, 481, 000 


Fiscat YEAR 1959—SuMMARY AND HIGHLIGHTS OF THE CoURT PROGRAM 


The program of the court for the fiscal year 1959, as proposed in these esti- 
mates, is essentially the equivalent of the approved trial program being carried 
out during the fiscal year 1958. Funds are requested to enable the court to 
conduct an estimated 160 weeks of circuit trial sessions in approximately 50 
major cities. This is considered to be the maximum amount of circuit trial 
activity it is feasible to schedule for the year. 

It is estimated that the court will have pending on its docket approximately 
11,600 cases at the start of fiscal year 1959. During that fiscal year the court 
expects to receive 5,800 new cases, reopen 150 cases, and close an estimated 
5,200 cases. 

New cases docketed by the court in the fiscal year 1957 showed a rise of more 
than 650 cases. An allowance has been made for this increasing trend in re- 
ceipts in the estimates of 5,800 cases for both fiscal years 1958 and 1959. These 
projected increases account largely for the growth in the pending caseload of 
the court indicated for the current fiscal year and the fiscal year 1959. 

In fiscal year 1957, 5,259 cases were filed with the court, 144 cases were reopened, 
and 4,645 were closed, leaving, on June 30, 1957, a pending caseload of 10,666 cases. 
This represents a net increase of 758 cases, or 7.7 percent, over the pending case- 
load of 9,908 cases of record on June 30, 1956. In addition to the larger number 
of cases received, a significant factor which also contributed to the rise in pending 
cases was the existence of 2 judge vacancies for almost 9 months of that fiscal 
year. Although 2 judges were appointed and confirmed in May 1957, the court 
was deprived of the usual productive effort of 2 judges for the entire trial program 
of the reporting period. 
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It is anticipated that in the fiscal year 1958 the number of closed cases will show 
a substantial increase based on the assumption that the court will have a full 
complement of judges. The estimates for the year are 5,800 cases to be filed, 
150 cases to be reopened, and 5,000 cases to be closed, leaving 11,616 cases pending 
as of June 30, 1958. 

The collection of filing fees and fee payments for the certification of court rec- 
ords exceeded the estimated figure of $52,000 by $5,043 for a total of $57,043 for 
the fiscal year 1957, an increase of 9.7 percent above the estimates. The estimates 
for each of the fiscal years 1958 and 1959 are set at $62,500, such receipts to be 
deposited into the Treasury of the United States. 

The 10,666 cases pending on the court docket as of June 30, 1957, involved tax 
liabilities and excessive profits determined at $872,818,045, and were separated by 
eategory as follows: 


Tax liability 
Type Total cases | or excessive 
pending profits deter- 

mined 


Income tax cases (including secs. 721 and 722 cases)... _- ce eb eee 10,606 | $791, 229, 751 
TOEONON NONE 2568. os iss eS eee Gabacdseat 60 81, 588, 294 


The cases arising under sections 721 and 722 of the Internal Revenue Code 
of 1939, which provide special relief from the imposition of excess profits and 
are of a particularly technical and involved nature, were reduced to a pending 
caseload of 420 cases on June 30, 1957. During the year 11 new cases were filed, 
3 reopened, and 174 closed. This represents a reduction of 27.5 percent in such 
cases from the previous fiscal year. Excellent progress continues to be main- 
tained in this program, and the clearance of the docket of this type of case 
should be realized by the close of fiscal year 1960. 

On June 30, 1957, the pending caseload of 60 renegotiation cases remaining 
on the court’s docket reflected a reduction of 16.6 percent in this total for the 
fiscal year 1957. During the year, 24 new cases were filed and a total of 36 
cases were closed. 

The total request for the fiscal year 1959 contained in these budget estimates is 
$1,481,000, and represents an increase of $21,000 over the approved budget for 
the fiscal year 1958. This increase is for additional payments to judges re- 
tired under the provisions of section 7447, Internal Revenue Code of 1954, and 
for the advancement in grade of 4 attorneys to positions of wider latitude and 
greater responsibility, increased charges for prorata share of the Communica- 
tions Services, and a new item which provides employees health services. 


NARRATIVE STATEMENT ON PROGRAM AND PERFORMANCE 


The Tax Court hears and decides cases involving tax deficiencies and claims 
for refunds of excess profits taxes under the special relief sections of the In- 
ternal Revenue Code, and cases involving determinations of excessive profits 
on contracts renegotiated by the Federal Government. 

For the fiscal year 1959, the court proposes a program of 160 weeks of 
trial sessions, to be held in approximately 50 major cities. This schedule of 
trial work should result in the closing of approximately 5,200 cases. 

The actual and estimated work volume of the court is presented in the fol- 
lowing tabulation. 








Actual, | Actual, Per- Estimated, Per- Estimated,| Per- 
1956 1957 cent ! 1958 cent ! 1959 cent! 
DE thin tincthkebndnaeahins 4, 591 5, 259 14.5 5, 10.3 5, 800 0 
INGE on cticcncnnccugune 145 144 —.7 150 4.1 150 0 
SD cahkt chGddiatinahiiedans 4, 992 4, 645 —6.9 5, 000 7.6 5, 200 4.0 
Pending at close of year... 9, 908 10, 666 7.7 11, 616 8.9 12, 366 6.5 


1 Percentage increase or decrease over previous year. 
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Statement relating appropriation estimate to current appropriation 








TORT NOTING 068 Sons 5 asc en) oS etnies d= -aosdd~3 $1, 365, 000 
SE ROTO NG hs ier 0k besarte oi wanes (het bee Saimnwen 1, 460, 000 
———————— SSE 
1958 appropriation in annual act_-_--.........---.-------------- 1, 460, 000 
Deductions: 
01 Personal services: 1 telephone operator GS-3__.-_..__-_- 3, 685 
 celircitninsid Sh wamehnsteaabathads tdineilonast=dh> 1, 456, 315 
Additions: 
01 Personal services: 
Advancements in grade, attorneys______-__-- $3, 760 
Net payments to retired judges (sec. 7447, Int. 
Rev: Gees: 10® ~ 2 cer eee 15, 625 
Total increase, 01 Personal services__-_-_- 19, 385 
he a ee 4, 000 
or Cte OD nnn one non ccmecumeccus 1, 300 
Total increase for fiscal year 1959_._.._.__.__-_------- 24, 685 
Total estimate for fiscal year 1959__.._._....._____--- 1, 481, 000 


Analysis by activities 


Administration and adjudication: 


Sa nn i ccc dd cae o ua ec charcareems in $1, 460, 000 
than enter ple gale tate ay cite. Salen RR ct en aS A, 3, 685 
Ne TT eee ee eee ee 24, 685 


Pe eee coe ord a= wie eto eee ages ies 1, 481, 000 
TREASURY DEPARTMENT 


STATEMENTS OF FRED C. SCRIBNER, JR., UNDER SECRETARY OF 
THE TREASURY; JULIAN B. BAIRD, UNDER SECRETARY FOR 
MONETARY AFFAIRS; LAURENCE B. ROBBINS, ASSISTANT SECRE- 
TARY; A. GILMORE FLUES, ASSISTANT SECRETARY; WILLIAM T. 
HEFFELFINGER, FISCAL ASSISTANT SECRETARY; ALFRED C. 
RICHMOND, COMMANDANT, UNITED STATES COAST GUARD; WIL- 
LIAM W. PARSONS, ADMINISTRATIVE ASSISTANT SECRETARY; 
AND WILLARD L. JOHNSON, DEPARTMENTAL BUDGET OFFICER 


APPEARANCE OF SECRETARY 


Senator Rosertson. We have now representatives of the Treasury 
Department. 

The first witness will be the Under Secretary. 

I want to say to the committee that the Secretary of the Treasury 
called me on the telephone when he received notice that we wanted him 
to appear today pot expressed great regret that he had a firm com- 
mitment to be somewhere in the South today and could not be here. 
He said he would come any time that we asked him when he was free 
to come and if we could postpone his appearance to next week that he 
would be glad to come. 

I said, “We received your letter of March 7 wherein no appeal for 
restoration was made but if some members of the committee want to 
examine you later about any matters that may not be directly in the 
appropriation bill dealing perhaps with the debt limit, or the recession, 
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taxes, and what is going to happen to the stable dollar, that’ would 
be something else. Since you say you are not going to ask for any 
restoration I do not see any real reason why the Under Secretary 
cannot bring that encouraging word to us.” 


LETTER FROM THE SECRETARY 


At this point we will place in the record Secretary Anderson’s letter 
of March 7 referred to. 
(The letter referred to follows :) 


THE SECRETARY OF THE TREASURY, 


Washington, March 7, 1958. 
Hon. A. WILLIS ROBERTSON, 


Chairman, Treasury-Post Office Subcommittee, Senate Committee on Appro- 
priations, Washington, D. C. 

My Dear Mr. CHarRMAN: H. R. 11085, making appropriations for the Treas- 
ury Department for the fiscal year 1959, was passed by the House of Represent- 
atives on March 4, 1958. It is the purpose of this letter to advise that we are 
making no appeal for restoration of the reductions in the estimates imposed by 
the House. 

The House-approved bill imposes reductions in the budget estimates for the 
Division of Disbursement and the Bureau of the Public Debt in the amounts 
of $40,000 and $100,000 respectively. In addition, an estimate in the amount 
of $100,000 to increase the capital of the revolving fund, “Fund for payment 
of Government losses in shipment,” was eliminated but language was inserted in 
lieu thereof making available $50,000 to be derived by transfer from the account 
“Unclaimed partial payments on United States savings bonds.” 

Increases in the budget estimates for the United States Coast Guard were 
approved in 2 instances, namely, in the amount of $2 million under the appro- 
priation “Acquisition, construction, and improvements” for the construction of a 
dormitory at the Coast Guard Academy and in the amount of $3.5 million for the 
Coast Guard Reserve which thereby raises the 1959 budget estimate for this 
item to the level of the amount appropriated for the fiscal year 1958. All other 
appropriations were approved in the amounts of the budget estimates. 

I will be pleased to appear before your committee with members of my staff 
at such time as you may desire to provide your committee with any additional 
information it may need in its consideration of this bill. 

Very truly yours, 
(Signed) Rosert B. ANDERSON, 
Secretary of the Treasury. 


GENERAL STATEMENT 


Mr. Scribner, you may commence. 

Mr. Scrrener. Mr. Chairman, I have with me this morning Mr. 
Julian B. Baird, Under Secretary of the Treasury for Monetary 
Affairs. 

Mr. Laurence B. Robbins, Assistant Secretary. 

Mr. Gilmore Flues, Assistant Secretary. 

Admiral Richmond, Administrative Assistant Secretary Parsons, 
Fiscal Assistant Secretary, Mr. Heffelfinger, and our budget officer, 
Colonel Johnson, 

As you have stated, the Secretary was unhappy that he could not 
meet this date. He had an appointment in the south. He tried to get 
back to fit this meeting into his schedule. When he came back he 
found that he was scheduled to be at the White House and, therefore, 
in accordance with his discussion with you, asked that I attend. 

1 have a very short statement. ‘The Secretary made a very full 
and detailed statement of our estimates before the House Appropria- 
tions Committee. It is my understanding that that statement is avail- 
able to the members of this committee. 
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As the Secretary pointed out in that statement, it has not been an 
easy task to program budget expenditures which would adequately 
meet the urgent and essential defense needs of our Nation and, at the 
same time, keep total Federal expenditures within the prudent limits 
necessary to maintain the strength of our economy over a long pull. 

Military and economic strength are inseparable. Those challeng- 
ing this Nation would welcome the neglect of either. 


FLEXIBILITY STRESSED IN FINANCING PROBLEMS 


In his preparation of the budget for the Treasury Department and 
establishing Treasury policy in other areas, the Secretary has stressed 
his belief that the course of our Government in meeting its many re- 
sponsibilities and its financing problems must. be megs by sensible 

exibility. He has insisted on a realistic approach. 

To quote from his statement : 

We must not operate from pat or doctrinaire positions. We must judge our 
problems in the light of conditions as they exist. The decisions we make today 
and the decisions we make tomorrow will have to be based upon the best col- 


lective judgment that can be brought to bear upon our problems in view of all 
the information available at the time we have to decide. 


ESTIMATED FISCAL REQUIREMENTS 


The budget for the Treasury Department as submitted proposed to 
operate the Department in the fiscal year 1959 at an estimated cost 
of $699.3 million in regular annual operating appropriations, on 
$300,000 less than the total of these appropriations for the fiscal year 
1958. 

We have proposed to operate under this budget notwithstanding in- 
creases in costs and workload which have continued in fiscal 1958 and 
now appear certain to recur in fiscal 1959. 

During the first 3 months of Mr. Anderson’s tenure as Secretary, 
he met on 2 different occasions with all Treasury Bureau heads and 
considered in detail steps which could be taken to raise efficiency levels 
and to improve the quality of services rendered. 

Bureau heads have carefully screened all of their expenditures. 
They have interested themselves not only in new and original ideas, 
but have also reconsidered and reevaluated their reporting to the 
Secretary on past suggestions which, for one reason or another, were 
not immediately acted upon. 

With your permission I would like to present at this time a sum- 
mary table as originally prepared by the Treasury and submitted to 
the House Appropriations Committee showing our estimated fiscal 
requirements for the fiscal year 1959, anuinet with the appropria- 
tions for the fiscal year 1958, and you have that before you, I believe. 

(The table referred to follows :) 





TREASURY 


TREASURY DEPARTMENT 


AND POST OFFICE APPROPRIATIONS, 1959 


il 


Annual appropriations for Treasury Department for 1958 and estimated requirements 


for 1959 


millions} 


Description 


A. Regular annual appropriations for operating the Treasury: 
(1) Collecting the revenue: 
Internal Revenue Service--. 
Bureau of Customs- 
(2) Fiscal Service: 
Bureau of Accounts-. 
Bureau of the Public Debt. .___.__- 
Office of the Treasurer, United States___ 
(3) Coins: Bureau of the Mint_._._- 
(4) Other bureaus: 
U. S. Coast Guard_.._-- 
Bureau of Narcotics... - 
U. 8. Secret Service-__. 
(5) Administrative Offices of the 


Secretary - - 


Subtotal, regular annual appropriation for oper- 
ating the Treasury -. sagt 


B. Limitation accounts and =— enterprise f ‘funds: 
(1) Office of Defense Lending -. ; 
(2) Government losses in shipment. 
Subtotal, regular annual appropriations, limita- 
tion accounts and public enterprise funds. 
C. Permanent appropriations: 
(1) Interest on the public debt 
(2) Interest on uninvested trust funds___- 
(3) Interest, refunding internal revenue colle ctions 
(4) Payment to unemployment trust account - - -- 
(5) Contributions for annuity benefits, White House 
Police and Secret Services forces 
(6) All other- - a 
Subtotal, permanent appropriations - 
D. Statutory public de bt retivemnemts: 
(1) Retirements payable from ordinary re _— and 
other statutory requirements - - 
E. Refunds of receipts: 
(1) Refunding internal revenue collections. - - - 
(2) Refunds and drawbacks, customs-. we 
(3) Refund of moneys erroneously received and 
covered ; 

Total, refunds of receipts_- 

Total, permanent appropriations, statutory 
public debt retirements, and refunds of | 
receipts.... anes vhaes 

F. Trust accounts (available receipts) - 
G. Claims, judgments and private relief acts__. 


Grand total - 


COMPARISON WITH HOUSE 


} 
1958 appro- | 
































| 1959 esti- aren (+) 
priation mates 
Sites t- ) 
tag 
| $325. 5 | $325.5 |_-__- 
48.0 48.0 |__- a0. 
20.5 | 20.5 |. oP 
45. 5 | 44.6 —$0. 9 
18.0 | eG ee 
4.3 | ais 
226. 3 | 227.0 +.7 
3.8 | 3.8 |. at 
4.6 | 46:5 ...% : 
3.1 | 23 I. See 
j-— - ——|— | —__—__- — —_—— 
| 699.6 | 699. 3 —.3 
| my a —.2 
oe J +.1 
| 699. 9 699. 5 my 
7, 800.0 | 7, 800.0 |__ Zi; 
6.4 6.6 +. 
60.8 61.8 +1.0 
48.7 | 25.2 | —23.5 
.2 | aL ad 
20.7 20.9 +.2 
7, 936. 8 | 914.6 | —22.2 
633.3 | ot ee 
4, 265.8 | 4, 709.0 +443. 2 
20.0 | MO tes ee 
| 
2.0 | > 0 tie cans 
4 287. 8 | 4, 731, 0 +443. 2 
| 12, 857. 9 | 13, 278.9 +420. 9 
10, 654. 3 | 10, 902. 1 +247.8 
8.9 | 5.0 —3.9 
| 24,221.0 | 24, 885. 5 +664. 4 
BILL 


Mr. Scripner. The accounts have been grouped in the table into 
various classifications according to their purposes and nature. These 
classifications include, in addition to the regular annual operating 
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appropriations, permanent appropriations which do not require 
annual action by the Congress and other miscellaneous types of ac- 
counts and trust funds which are not subject to budgetary control. 

The appropriation and limitation accounts which are shown in the 
first group are the accounts which provide the funds for financing 
the regular operating requirements of the department and it is to 
these accounts that 1 would like to direct this statement, since they 
represent the only places we are able to exercise administrative control 
and discretion. 

The bill now before you was passed by the House on March 4, 1958. 
For the convenience of this hearing, I have here a statement which 
compares the amounts approved in the House bill with the appropria- 
tion for the current year and with the 1959 budget request for each 
of the annual appropriation items in the bill. 

(The material referred to follows:) 
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HOUSE ACTION 


Mr. Scrisner. It will be noted from this statement that the amounts 
approved by the House were in the exact amount of the budget re- 
quests in all save four of the regular annual appropriation items. 

In two instances relatively small reductions were imposed in the re- 


quests for the Division of Disbursement and the Bureau of the Public 
Debt. 


In two other instances amounts were added to the budget request 
for capital improvements and reserve training in the Coast Guard. 

After the House completed action on the bill, the Secretary for- 
warded a letter to the chairman of this subcommittee, on March 7, 
1958, advising that we would not appeal for restoration of the House 
imposed reductions in our estimates. 


We will be pleased to answer questions or discuss any matters the 
committee may desire to explore. 


REQUESTS FOR CONSTRUCTION OF CUSTOMS STATIONS 


Senator Roserrson. I am going to ask the clerk to read to you, Mr. 
Secretary, a letter from two members of Congress and then I want 
your comment. 

Mr. Gonza.es (reading) : 


Hon. A. WILIIS ROBERTSON, 
Chairman, Subcommittee on Treasury-Post Office Appropriations, Committee 
on Appropriations, United States Senate, Washington, D.C. 


DeaR Mr. CHAIRMAN. Last year the administration requested $900,000 in fiscal 
year 1958 estimates for the Treasury and Judiciary Departments for the con- 
struction of 16 new customs-immigration stations along the Mexican and Ca- 
nadian borders. 

The budget request of $450,000 for both departments was disallowed by both 
the House and Senate Appropriations Committee. These units were to be con- 
structed on a cooperative basis by the Bureau of Customs and the Immigration 
and Naturalization Service under existing statutory authority. Unfortunately 
the Bureau of the Budget did not request funds for these customs stations this 
year in their attempt to cut down on domestic programs. 

We feel that this is false economy; these customs stations are badly needed. 
The construction costs for each unit are limited to $60,000. These structures 
will not be monumental in size; in fact, they will be very modest. Existing condi- 
tions at many of these customs points are inexcusable and in brief are deplorable. 

Among those stations scheduled to be constructed were four Montana stations— 
Del Bonito, Opheim, Turner, and Morgan. The other customs stations are lo- 
cated in North Dakota, New Hampshire, Minnesota, California, Arizona, and 
Idaho. These stations have been inspected many times and it is well estab 
lished that there is a great need for extensive building to replace antiquated 
buildings and to provide enlarged facilities at places where there has been a 
considerable increase in vehicle and passenger traffic. 

As we all know, the amount of travel and commerce between Northern States 
and our Canadian neighbors is ever increasing. 

At the Turner station two trailers, equipped to be used on the Mexican border, 
have been installed as a temporary expedient. Drinking water must be brought 
in and there are no modern sanitary facilities. There are 14,000 crossings made 
annually at this border station. 

In contrast the Canadian customs office represents an investment of approxi- 
mately $100,000; designed for 24-hour service and complete with all modern 
conveniences. 

Last year funds were granted for the construction of five larger border sta- 
tions at a cost of $2 million. We think it is time that the needs of these smaller 
units were recognized. We urgently request that sufficient funds be granted 
for fiscal year 1959 for the construction of these 16 customs stations. 
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We are joined in this plea by our two colleagues in the House, Congressmen 
Metcalf and LeRoy Anderson. 


With best personal wishes we remain, 
Sincerely yours, 
James E. Murray. 
MIKE MANSFIELD. 
both typed and signed. 


NO FUNDS REQUESTED FOR ADDITIONAL STATIONS 


Senator Ropertson. What do you have to say about that? 

Mr. Scripner. Senator, of the 16 that were listed last year, 3 are 
being constructed. 

We do not have funds in the present budget to construct any more 
in fiscal 1959. 

There is no question that some of these customs stations need. im- 
srovement. This, however, was one of the decisions which had to 
made as we attempted to weigh the overall requirements of the 
Treasury Department and to do our part in trying to fit into the 
fiscal conditions which we have in the country today, and also to work 
toward the direction that Senator Dirksen has talked about, of getting 
our tax load down and the expenditure burden reduced. 

There are just, frankly, in every bureau that we have where our 
people are all doing excellent jobs, demands for further additional 
funds and the decision was made that this was one area in 1959 in 
which we would not request an appropriation. 

Senator Rosertson. Was the issue raised on the House side? 

Mr. Scripner. Yes, sir; questions were asked of Mr. Kelly, who 
heads customs, about what was being done. 

I do not believe that any issue was taken with the decision. 

Senator Roperrson. You have said you are asking for no new money 
for this purpose ? 

Mr. Scrrpner. That is correct. 

Senator Rogerrson. Is that based upon your feeling that what you 
have, or what you are building, will be enough, or that you feel an 
obligation to go along with the budget whether it suits you, or not? 

Mr. Scripner. No, sir. The 3 which we are building, of course, 
take care of only 3 locations and at some time we believe that improve- 
ments should be made in these others. 

Our feeling, however, is that our department and all other depart- 
ments at this particular time have some overall limit on the total 
amount of money they should request. As we have weighed the de- 
mands of the customs unit, it seemed advisable not to attempt to do 
more in fiseal 1959 in this particular area. 

Senator Ropertson. Senator Mansfield and Congressman Murray 
feel there is a need for some in Montana. What do you have to say 
about that? 

Mr. Scrrpner. We are building one at Turner, Mont. There are 
other locations in Montana which we do not contemplate caring for 
in fiseal 1959 

Senator Ronerrson. However, you are building one in Montana. 

Mr. Scripner. Yes, sir. 

Senator Rorertson. How about on the Mexican border ? 

Mr. Scrisner. We have one being built at Andrade, Calif. 


22904—58- 2 
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Senator Rosertson. The opening paragraph of the letter states 
that $900,000 had been requested last year for border stations along the 
Mexican and Canadian borders, and Congressman Murray and Sen- 
ator Mansfield are both interested in the Canadian border, and one 
is going to built there. 

Mr. Scrrpner. Yes, sir. As a matter of fact, on the list I believe 
there are only two on the Mexican border, and all the rest were to be 
on the Canadian border. 


ABOLITION OF CUSTOMS DISTRICTS 


Senator Rospertson. Last year the Department issned an order and 
announced the abolition of certain customs districts, and this was 
later rescinded. Can you tell us something about that? 

Mr. Scripner. Yes, sir. 

As this committee knows, from time to time various bureaus ask 
that studies be made as to expenditures and possible savings. Some- 
time ago a report from an outside—this was a matter of several years 
ago—group indicated they felt we could eliminate some of the cus- 
toms districts and provide as efficient service as we were doing, and 
eliminate certain positions held by collectors. 

This matter was studied very carefully and very thoroughly. It 
was felt that the proposal by the outside consultants went too far, but 
we did feel that there were some 11 places in which it would not be 
necessary to continue a collector. Most of these places were in areas 
where there was more than one collection district within a State or 
some particular reason for acting based on the volume of entries han- 
dled or the number of employees. Some of these stations were in 
States which have no common border with any foreign country and 
are not on the coastline. 

This was not an easy decision to arrive at because it called for the 
elimination of 11 collectors. But we made the decision and issued the 
order. After it was issued we received a large number of complaints 
from the business people, from the shipping people, and from State 
authorities in these areas, who felt that the action taken would be 
construed to reflect on the ports. They pointed out that they thought 
that shippers in particular would think that we had made some de- 
termination as to the value and grade of those ports as compared to 
others. 

For example, Milwaukee was to be supervised from Chicago, and 
they made it very clear that they didn’t take very kindly to such 
supervision. 

We were convinced, after listening to the complaints, that the busi- 
ness people were presenting their position in the best of faith, and 
that there would be a holdup of port development and progress. In 
at least one instance money had already been appropriated by the 
State. After carefully weighing the situation, we decided to rescind 
the order, which was done. 
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DECREASE IN PERSONNEL 


Senator Rosertson. The Commissiener of Customs testified on the 
House side that the workload in fiscal 1959 would increase but that 
the manpower would be decreased by 94. Is it your feeling that the 
Bureau of Customs is going to do a bigger job with fewer men and 
do it well ? 

Mr. Scripner. We trust so. Commissioner Kelly and the people 
with him have done an exceptional job in eliminating unnecessary 
steps, in increasing the amount of work which people can do, and 
in building up the morale and ability of their men. The load will 
increase, but we are confident that, with the leadership we have there 
and with the staff that has been built up right down through the 
grades, the men will handle the work. 

Senator Rosertson. We are always glad to hear any department 
head say that we are going to do more work with fewer men. We 
would not be the first to put more men on you, but we will sort of 
supervise the job you do and see whether you live up to what you say 
you are going to do. 

Mr. Scrrpner. Yes, sir; we would expect you to do that, and that is 
our goal, to do more w ork with fewer people. 

Senator Roserrson. At this point we will have inserted pertinent 
data from the Bureau of Customs justifications and the 1959 budget. 

(The material referred to follows :) 


BUREAU OF CUSTOMS 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 


1. Assessment and collection of duties, taxes, and fees__._- $32, 730.717 | $35, 391, 400 $35, 468, 640 
2. Appraisal of imnorted merchandise_. 5, 874, 194 6, 473, 000 6, 484, 600 
3. Investigations of violations of customs and related laws. 
GIT PONIES 6 inc b Sode ce ee 2, 477, 122 2, 579, 000 2, 583, 560 
4. Andit of collection and merchandise accounts. __- 760, 067 813, 000 814, 800 
5. Analysis and identification of merchandise for tariff” 
PR ans naar eee NO ati ae 840, 872 946, 000 947, 800 
6. Executive direction._...__---.----------------- nabs 1, 547, 383 1, 697, 000 1, 700, 600 
"TORR COM DMEIN, 250 ctksiiddddnncdsdnnsitiadsmeelibtnand 44, 230, 355 47, 899, 400 48, 000, 000 
Financing: 
Unobligated balance brought forward__........._- ioihgtteSe 300, 000 300, 000 300, 000 
Unobligated balancene longer available. __...._....._.__- 19, 645 100, 600 }......- — 
Unobligated balance carried forward__.............-.-.--- —300, 000 —300, 000 —300, 000 
Appropriation (mew oblgational authority)_............ 44, 250, 000 48, 000, 000 48, 000, 000 
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Object classification 


























; | 1987 actual | 1958.estimate | 1959 estimate 

Total number of permanent positions. --__-_-...........-- oo 7, 264 | 7, 372 7, 382 
Full-time equivalent of all other positions_____- 2 89 | 93 93 
Average number of all employees. -_-----.-.__- sead 7,175 | 7, 278 7, 199 
Number of employees at end of year--__- i 7, 296 7, 480 7, 371 
Average GS grade and salary... | 7.9 $5,608 | 7.9 $5,684 | 7.9 $5,776 
01 Personal services: | ; s 
Permanent itions_____- . sorts _...| $38, 935, 584 | $39, 890, 980 $39, 891, 110 
Positions other than permanent | 356, 073 367, 000 367, 000 

Other personal services... _--.--_-.-- 1, 925, 497 | 2, 093, 740 2, 094, 100 

Total personal services ’ , 41, 217, 154 42, 351, 720 | 42, 352, 210 

Oe, ; eeves-.....-5 2. oe ‘ 464, 938 | 430, 000 | 430, 000 
03 Transportation of things. __- peo hah be heveeleah 503, 542 | 507, 000 507, 000 
04 Communication services-__-____- é ameed 488, 111 | 484, 000 484, 000 
05 Rents and utility services._._.___.___- 83, 458 | 85, 000 74, 610 
06 Printing and reproduction. ____- ar 227, 703 | 227, 000 227, 000 
07 Other contractual services. -_.._._.__- 445, 048 | 424, 600 425, 000 
08 Supplies and materials__-______- éo4 nha 381, 747 | 380, 000 380, 000 
OP Bacwmet..................- iannaene ee Se ceal 310, 964 300, 000 300, 000 
11 Grants, subsidies, and contributions_-_-_--___-_-...._._.__- aah bate eae 2, 593, 900 2, 704, 000 
13 Refunds, awards, and indemnities_ ____- shai lech coskallies | 116, 139 | 125, 000 125, 000 
15 Taxes and assessments.__--__-__- Satiriod Soweaeaad 12, 370 12, 000 12, 000 
ee ean ees socenuct ORI 47, 920, 220 48, 020, 820 
Deduct quarters and subsistence charges_. 3.223, 8728 20, 819 20, 820 20, 820 
ene CONE. fo 5. once cae eS 44, 230, 355 | 47, 899. 400 48, 000, 000 


} 


SALARIES AND EXPENSES, BuREAU oF CUSTOMS 
Analysis of appropriation base for fiscal year 1959 


... $48, 000, 000 


Regular appropriation, 1958 act___...'....--..-.._.-..-.--- 
Supplemental appropriation for 1958 


et Sn Monta. ccauccecassocsacets aces 48, 000, 000 
Reductions: 
Activity 1. Assessment and eollection of duties, 
ee ee ee ee $165, 360 
Activity 2. Appraisal of imported merchandise _- -__ 9, 900 
Activity 3. Investigations of violations of customs 
and related laws and regulations -_ - ___ 26, 240 
201, 500 
Additions: 
Activity 1. Assessment and collection of duties, 
RG TORS oo i tele ee 77, 000 
Activity 2. Appraisal of imported merchandise. --- 15, 000 
Activity 3. Investigations of violations of customs 
and related laws and regulations- -- -_- 4, 800 
Activity 4. Audit of collection and merchandise 
OOCGUEI ke 3s eae 1, 800 
Activity 5. Analysis and identification of merchan- 
dise for tariff purposes_____._-___-_- 1, 800 
Activity 6. Executive direction_............------ 3, 600 


104, 000 
rive vik Ge Rowan acnda wea ame — 97, 500 


Apntopmaton bene for 1000. os sn cance ne none scdssee . 47, 902, 500 
Increase over appropriation base for 1959_...._....--------- rates 97, 500 


Adjustment in base (net) _--_----- 


Appropriation estimate for 1959__.......--....--..-.---- 48, 000, 000 
Increase or decrease from total appropriation, 1958 
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Comparison of appropriation base with appropriation estimate for 1959 








| Appropriation base | Appropriation esti- _ Inerease (+) or 
for 1959 mate for 1959 decrease (—) 
Activity | 
Average | Amount | Average | Amount | Average; Amount 
positions positions positions 
1. Assessment and collection of | 
duties, taxes, and fees___-__..--- 5, 412. 2 |$35, 403,640 | 5,412.2 |$35, 468, 640 |_.._____.- $65, 000 
2. Appraisal of imported merchan- | 
Gta picobesobseitet ti cakiadeiheien 1,042.7 | 6,478,100 | 1,042.7) 6,484,600 |__......_- 6, 500 
3. Investigations of violations of 
customs and related laws and | 
SUGMAIOME: ok. os hie Mine deks 301.6 | 2,557, 560 301. 6 2 BOR 600 1.54 denc06 26, 000 
4. Audit of collection and merchan- | 
dise accounts..................- 0.5 | 814,800) 94.5 | anh be PP roy tes 
5. Analysis and identification of | 
merchandise for tariff purposes- 118.5 947, 800 118. 5 OG, SRD has case d---laiscvasnnse 
6. Executive direction............-- 229.4 | 1,700, 600 229.4 | 1,700,600 |......-._-. a 
Total. _...........-.-........-] 7,198.9 | 47,902,500 | 7,198.9 | 48,000,000 |_......._. 97, 500 
Adjustment in base (net)... ....---. 94.4 | OU RN bs ccc sl aks. deein —94.4 —97, 500 
Total appropriation, 1958, and 
appropriation estimate for 
(OG. ees. Hse ncbed 7, 293.3 | 48,000,000 | 7, 198.9 48, 000, 000 O46: bins -cciscccass 





GENERAL STATEMENT 


The principal functions of the Bureau of Customs arise from its responsibility 
to administer the Tariff Act of 1930. The preamble to the act defines its purpose 
as an act to provide revenue, to regulate commerce with foreign countries, to 


encourage the industries of the United States, to protect American labor, and for 


other purposes. 

Customs collections, which originally were the major source of Federal revenue, 
are larger than ever, although now only a small part of the total revenue picture. 
In fiscal year 1957, customs collections totaled more than $1,059 million. 

Quite aside from the increased revenue collected, the duties and responsibilities 


of customs have multiplied with the passing of the years. Each new trade agree- 


ment, Presidential proclamation, Executive order, Customs Court decision, etc. 
has made the appraisement and classification of merchandise more complex and 
difficult. We are required to use the most meticulous care in the appraisement 
and classification of imported merchandise so that American labor and industry 
are afforded the protection from foreign producers that Congress directs and, in 
addition, so that the duties and taxes are collected uniformly throughout the 
United States. It will be seen that this latter requirement alone confronts us 
with a major problem when it is realized that there are over 300 land, sea, and 
air ports of entry at which merchandise may be cleared for entry into the com- 
merce of the United States. 

In the fiscal year 1957, over 1,100,000 formal entries of commercial shipments, 
covering thousands of different items of merchandise valued at over $12 billion, 
were accepted by customs. Each article had to be separately classified as to its 
dutiable status, the statutory value of each article had to be determined, and the 
proper duties and taxes due had to be assessed and collected. 

More than 38.5 million vessels, aircraft, automobiles, buses, trains, and other 
carriers crossed our borders or entered our harbors. Each was subject to customs 
inspection. Vessels and aircraft are required to make formal entrance and clear- 
ance. These carriers brought in nearly 108 million passengers carrying more than 
25 million pieces of baggage, all subject to customs inspection. In addition, al- 
most 25 million pedestrians walked across our borders. 

The formal entries filed were covered by 1,775,000 invoices which required 
appraisement, and necessitated the examination of nearly 1,400,000 packages of 
imported merchandise. 

All of the above transaction totals were substantially larger than those for the 
prior fiscal year and reflected the continued strong upward trend in all phases of 
customs’ workload. There is no indication of any slacking off. The attached 
charts show the picture dramatically. 

Customs is continuing its aggressive management-improvement program. Since 
1948, more than $3,300,000 in management-improvement savings have been 
reported. In fiscal years 1956 and 1957 the savings reported were $379,000 and 
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$563,000, respectively. These savings helped to make possible the carrying on of 
additional workload with little or no additional manpower. 

As an enforcement organization, Customs is concerned primarily with combating 
smuggling and frauds onthe revenue. It also enforces the regulations of numerous 
other Federal:agencies. These agencies include the Treasury’s Internal Revenue 
Service (Customs collects internal revenue taxes on imported merchandise), 
Bureau of Narcotics (preventing the smuggling of narcotics is one of Customs’ 
primary responsibilities, and close cooperation is maintained on other narcotics 
problems), and the Bureau of the Mint (Customs guards against illegal exporta- 
tions of gold, and sees to it that imported gold gets into the proper channels). 
Customs works hand in glove with the Immigration and Naturalization Service, 
and at some places performs the entire immigration function. Similarly, at other 
places, immigration officers perform both customs and immigration functions. 
Close cooperation is maintained with the Public Health Service. Customs also 
enforces the Export Control Act on behalf of the Department of Commerce, and 
funds are transferred from that Department to in large part defray the cost of 
this work. Customs controls exports of munitions for the Department of State 
and of fissionable and related materials for the Atomic Energy Commission. At 
the request of and with funds furnished by the Department of Agriculture, 
Customs has intensified its examination of passengers’ baggage and foreign mail 
in the interest of keeping harmful plant and animal pests and diseases out of the 
country. Substantially 100 percent of all baggage is examined. Customs also 
polices import quotas for Agriculture. In each case, Customs, because of its 
frontier position, performs essential functions which could be performed by the 
other agencies only at excessive expense. 
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LIQUIDATION OF RECONSTRUCTION FINANCE CORPORATION 


Senator Ronertson. The next item is the RFC liquidation fund limi- 
tation on administrative expenses. 

I remember about 3 years ago it was to be continued for 1 year or so. 
Are we still winding up the RFC? We thought we had that disposed 
of sometime ago. We are not just keeping jobs for somebody down 
there ? 

Mr. Scrrener. No, sir. I think, if you look at our overall record, 
you will find there is no place we are trying to keep jobs for anyone. 
And I am very happy to say that Mr. Robbins, who is Assistant Sec- 
retary and has immediate supervision of the liquidation and who has 
done a most outstanding job, is here and I will let him answer that 
question. 

Senator Rosertson. I do not question that he has done an outstand- 
ing job. And the most outstanding thing would be if he wound it up. 
I will be glad to hear him. 

Mr. Rogsins. The RFC was abolished on June 30, 1957. Of course, 
there were some assets remaining at that time, and, under Reorganiza- 
tional Plan No. 1 of 1957, those remaining assets were transferred to 
agencies that had similar continuing programs. The small loans went 
to the Small Business Administration, the municipal securities went 
to Housing and Home; the residue of the World War activities, which 
was not very much, went to the General Services Administration ; and 
the larger remaining loans and the securities of railroads and banks 
went to the Treasury. 

The Treasury part of this at the time of the transfer was in amount 
about $50 million, and most of what remains consists of problems 
which will take some time to work out. But they are not taking a 
very large amount of time. 

enator Rosertson. The gentleman will recall the statement not 
long ago about some economists being appointed to wind up some 
loose ends of World War I, including foreign assets, and those econ- 
omists are still functioning and they have not wound it up yet. 

We have, I believe, in this budget an estimate of $160,000 for con- 
tinuing administrative expenses to wind up the RFC. 

Mr. Rogerns. Yes, sir. 

Senator Rosertson. Do you not think it would be a desirable thing 
if you would insert in the record a table of the assets that still have to 
be wound up and disposed of ? 

Mr. Scripner. I think, sir, those are in the record in the House. We 
will be glad to resubmit them. 

Senator Rozertson. We are taking the position we are not going into 
extensive hearings to duplicate the statements, because both the Treas- 
ury and Post Office Department are very essential agencies. There is 
not much leeway as to what they can spend and what they cut, because 
they have a job todo. You either give them enough money to do it or 
they cannot do it. But there are a few details like this, for instance, 
and you feel that that has been fully covered so we can see how this 
$160,000 is to be administered and what the prospects are that this will 
not continue for a good many more years? 

Mr. Scrrpener. I can assure you, sir, that under the present Secretary 
the liquidation will be completed at the earliest possible date. The 
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money is for the supervision of the remaining assets, as Secretary Rob- 
bins has described. 

The material is in the record of the House hearings, and we will be 
glad to submit any additional material that the committee may want. 

Senator Rosertson. Just so the item is covered in case we have ques- 
tions asked on the floor and will know where to find the answers. 

Mr. Rossrns. I think there was a full presentation before the House 
Appropriations Subcommittee. 

Senabie Rosertson. And all the information stated is to be found 
where in the House hearings ¢ 

Mr. Jounson. Page7 4, Mr. Chairman. 


REPORT ON HISTORY OF LIQUIDATION 


Mr. Rossrns. In adition to that, Mr. Chairman, a report was sub- 
mitted to the Congress covering the whole history of the liquidation of 
RFC from the begining to June 30, 1957, and in that report there is a 
table that shows exactly what the assets were on June 30 and how they 
were distributed, broken down into categories and dollar amounts. 

Senator Rosertson. You reported it as of June. Why not report it 
as of the end of the year or bring it up as close as youcan? It will soon 
be another June, and those figures will be a year old. 

Mr. Rosgsrns. The reason that I mentioned the June report is that 
that was a complete report of the whole liquidation from the beginning. 
Each quarter a liquidation report is submitted to the Congress, and a 
report has been sent as of December 31, 1957. 

Senator Dirksen. Mr. Robbins, I wonder if you could do this, be- 
cause I think it would be interesting and the information will be useful 
to Members of the Senate: 

No. 1, an overall statement now on RFC going back to its beginning, 
showing loans by ee recoveries, and losses, if any. I think 
there ought to be such detail because there is a proposal now to set up 
other loan instrumentalities, and I believe we ought to have a current 
statement. That would not be too difficult, would it? 

Mr. Rosstns. No. In the Reorganization Plan of 1957 sooner oe 
FRC, there was a provision to file a complete report of the whole 
history of RFC within 2 years, so the deadline on that is June 30, 
1959, and it is now being prepared. 

Senator Dirxsen. I was not thinking, however, of a very substant- 
ial brochure, but, rather, of essential information which could be put 
in the record. 

Mr. Rosstns. I wonder if that is not covered in the way that you 
have in mind in this report of last June. 

Senator Dirksen. The only difficulty, however, is that we do not 
always bring the reports along to the floor. 

Mr. Scrrpner. Senator, I think we can put together what you want 
and file it for the record. 

Senator Dirksen. I think it would be good. 

You didn’t put a tabulation of the outstanding loans unliquidated, 
did you? 

Mr. Scripner. They testified to that on page 81. 

Senator Dirksen. I think there ought to be a full issue of the 
original loan, the recoveries today and what its present status is, 
so that we have a complete list. 
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You have reduced personnel between 1958 and 1959 from 40 to an 
estimated 18, as I understand. 
Mr. Rossrns. 18 at the end of this fiscal year. 


Senator Drrxsen. So it is going down. 
Mr. Rossrns. Oh, yes. 


LOANS OUTSTANDING 


Senator Dmxsen. Are there not 29 loans still outstanding? 

Mr. Rogerns. At the present time there are 19 business loans and 
there are securities of 2 banks and 3 railroads. 

Senator Dirksen. Why not put that list in and a little detail so 
that we have a pretty good picture of it. 

Mr. Scripner. Yes, sir. 

(The information referred to appears at the conclusion of the 
hearings. ) 

PROGRESS IN NARCOTICS CONTROL 


Senator Roserrson. Several years ago Congress was very much 
disturbed over reports of a major increase in illegal distribution of 
narcotics in various forms of opium and marihuana, and the Congress 
passed a new Narcotics Control Act giving you more authority. “The 
Bureau put:on some new men. According to newspaper reports, they 
seem to be making some headway. We wish you would comment on 
whether you think you are bringing that situation under control. 

Mr. Scrrener. Mr. Anslinger testified at considerable length on 
that subject at the House hearing, and indicated that we were making 
some very tangible progress. He listed a schedule showing the areas 
in which our major problems existed ; went into some detail as to some 
of the larger cases that were completed during the vear; and indicated 
also that he felt, with the new men which he had, he had the force 
to do the job that was necessary. 

As you know, our method of working in this area is to work with the 
local authorities and to provide specialized training here for enforce- 
ment officials of other groups so that they can in their own areas do 
this work, and then we work with these men in the various States 
anc cities in the major areas. 

I think that the Commissioner has felt that the past year has been 
a year of progress. 

PUNCHCARD BONDS 


Senator Bripcrs. What is the story, Mr. Secretary, on puncheard 
war-savings bonds or United States savings bonds? Is there a punch- 
card bond being instituted or started ? 

Mr. Scripner. Yes, sir: there is a puncheard being used at the pres- 
ent time, and Secretary Heffelfinger, I think, can give you a more de- 
tailed answer on that. It is now in use. 

Mr. Herretrtncer. That was placed in use last October for all 
savings bonds. It isa form similar in size toa Treasury check, which 
I am sure you are familiar with, and the initial saving was $500,000 
for a year’s supply of bonds alone. 

Senator Briners. Are all E-bonds puncheard bonds now ? 

Mr. Herrerrincer. Yes. 
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Senator Brivcrs. Instead of the appearance of a regular old-fash- 
ioned E-bond, these are more like a check. 

Mr. Herretrtncer. Yes, sir. They have the same appearance as 
the previous paper bond except they are just reduced in size to coin- 
cide with the size of a check. It has the same appearance as the paper 
bond. 

Senator Brincres. What is the advantage of the punchcard ? 

Mr. Herretrincer. The first advantage is that we save $500,000 in 
printing costs for 1 year’s supply. That is a continuing saving from 
year to year. With the punchcard we can adapt the ultimate process- 
ing of the records of the bonds to machine operation where we feel 
that within 2 years we will be saving another $1 million in the expense 
of bookkeeping—the issue and the redemption records. 

Senator Bripers. There is no idea on the part of the Treasury of 
calling in E-bonds to substitute the new ones? You are going to let 
the old type bonds be in force? 

Mr. Herretrincer. That is right. 

Senator Brioers. That is an inquiry I get. Therefore, it means 
from October when you put out a new E-type bond it does not change 
the bonds existing at that time. 

Mr. Herretrincer. Oh, no. 

Senator Briners. Do you contemplate it for anything else other than 
E-bonds? 

Mr. Herretrtncer. No, I don’t think it would be adaptable. The 
large volume of E-bonds makes it readily adaptable for that. 

Senator Dirksen. Could you insert in the record a statement show- 
ing the differences between all these different bonds, E-bonds, F-bonds, 
K-bonds, G-bonds, with their attributes and so forth, of tabular 
information ? 

Mr. Herretrrncer. Yes, sir. 

Senator Dirksen. You get out a folder on that, of course, but T still 
think it is pretty good information to put in the record in tabular form. 
And, among other things, of course, indicate where you continue to 
hold them after maturity so that these various distinctions are pretty 
carefully recited. I have seen your folder, but you mislay them, and 
every once in a while somebody wants to refresh himself on it and 
does not know where to put his hands on the folder if the question 
should arise on the Senate floor. 

Mr. Herrevrrncer. I will be glad to do that. 

(The information referred to follows:) 


UnitTep States SAvincs Bonps 


Series A to D savings bonds were on sale prior to May 1941. These were of 
10-year maturity, and all had matured before May 1951. No extension option 
was provided. 

Series FE savings bonds have been continuously on sale since May 1, 1941. 
Effective May 1, 1951, owners of maturing series FE bonds were offered these 
options: (1) cash redemption, (2) extension un to 10 additional years, (3) 
exchange for current income G- or K-bonds. (This option lapsed in April 1957.) 

Series E issued from May 1, 1952, to January 31, 1957, carried increased in- 
vestment vields—both intermediate and full term. Also, intermediate and full- 
term yields were increased for the optional extension period on all series E bonds 
maturing on and after May 1, 1952. 

Series FE issued on and after February 1, 1957, carry further increased invest- 
ment yields—both intermediate and full term. Extension option terms, if any, 
have not yet been determined. The annual purchase limit was reduced by 
one-half. 
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Series F and G savings bonds were issued from May 1, 1941, to April 30, 
1952, when they were withdrawn from sale. 

Series J and K succeeded series F and G on May 1, 1952, and were withdrawn 
from sale April 30, 1957. 

Series H current income savings bonds were first offered for sale June 1, 1952, 
as a companion piece to the series E bond. Interest is paid semiannually by 
United States Treasury check. Yields were increased on series H bonds issued 
February 1, 1957, and after, comparably with series E bonds. 

Although known by many names since they were first offered for sale— 
baby bonds, defense bonds, war bonds, and security bonds—they are all United 
States savings bonds, backed by the full faith and credit of the United States. 


ESSENTIAL FEATURES 


All issues of savings bonds are free from market fluctuations. They are not 
eallable prior to original or (in the case of series E bonds bearing issue dates 
from May 1, 1941—January 1, 1957) extended maturity and they cannot be 
pledged as collateral. 


Facilities for purchase 


Series E bonds for investors other than individuals and series H bonds are 
issued only by the Federal Reserve banks and branches and the Treasurer of the 
United States. However, in either case, applications for purchase may be sent 
direct to those agencies or forwarded through the purchaser’s own bank. 

Series E bonds for individuals (that is, natural persons in their own right) 
may be purchased locally at banks, trust companies, mutual savings banks, and 
other financial institutions. 

They may also be purchased on the payroll savings plan by employees of many 
industrial and commercial firms; and on the bond-a-month plan by individual 
depositors of many commercial banks. 


Redemption 


Savings bonds of all series and denominations are redeemable at stated values, 
at the option of the owner, after specified short periods of holding. If he so 
desires, the owner of a savings bond of any series in a denomination larger than 
the minimum for that series may redeem it in part at current redemption value, 
in amounts corresponding to denominations authorized for bonds of the particu- 


lar series. The remainder will be reissued as of the original date without loss 
of interest. 


Taxable status 


Interest on savings bonds is not exempt from Federal income taxes. The 
bonds are subject to estate, inheritance, gift, or other excise taxes, Federal or 
State, but are exempt from all taxation imposed on the principal or interest 
thereof by any State, any possession of the United States, or by any local taxing 
authority. 

A taxpayer who owns series E, F, or J savings bonds may report the interest 
thereon in either of 2 ways: (1) He may defer reporting the interest until the 
bonds are cashed or final maturity, whichever occurs first, in which case the 
total interest must be included as income for that year, or (2) he may, if he so 
elects in accordance with income tax regulations, report the interest each year 
as it accrues. 


Change of registration (reissue) 


In many cases the registration of savings bonds may be changed without cash- 
ing the bonds and therefore without loss of interest. Regular forms for various 
classes of reissue transactions may be obtained from any Federal Reserve bank 
or branch. Under this method of changing the registration, which is referred 
to as reissue, new bonds are issued bearing the same issue dates as the originals. 
Persons entitled to reissue may have the new bonds registered in their names 
in any authorized form of registration. Some of the types of cases in which 
reissue of bonds is authorized are described below. 

Upon the death of an owner, savings bonds of any series may be reissued in 
the name of the surviving beneficiary or coowner (if any) designated on the 
bonds; if there is no such survivor, the bonds may be reissued in the names of 
the persons entitled to share in the owner’s estate. Bonds registered in the 
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name of an owner payable on death to a designated beneficiary may be reissued 
to eliminate the name of the beneficiary, if the beneficiary dies first. During 
the lifetime of the beneficiary the owner has no absolute option to have the 
bonds reissued to eliminate the name of the beneficiary, but such reissue is 
permissible with the beneficiary’s written consent. Bonds registered in the 
names of two persons as coowners may not be reissued merely at the option of 
either to eliminate the name of the other, but in certain limited classes of 
eases (marriage of one of the coowners or divorce between them after the issue 
of the bonds and certain cases involving close family relationships) they may 
be reissued upon the request of both to change one of them from coowner to 
beneficiary or to eliminate his name altogether. No reissue may be made which 
would adversely affect the interest in savings bonds of a minor or any other 
person under legal disability. 

For complete information concerning the reissue of savings bonds owned by 
individuals in their own right and bonds registered in the names of trustees and 
organizations, see Department Circular 530, Eighth Revision. 


Safety 


If bonds are lost, stolen, or destroyed, the owner should give prompt notice to 
the Bureau of the Public Debt, Division of Loans and Currency, 536 South 
Clark Street, Chicago 5, IIL, stating the serial numbers (with prefix and suffix 
letters), the issue dates (month and year), and the name or names and address 
on the bonds. The Division of Loans and Currency will then send a special form 
which the owner should execute in accordance with the instructions thereon 
in order to obtain relief by the issue of substitute bonds. 


Owners should keep a personal up-to-date record of their bonds handy, but 
not with the bonds themselves. 


Offering circulars 


Complete details of the several issues of savings bonds will be found in the 
official Treasury circulars: 


No. 653, Fourth Revision, as amended, offers series E 
No. 905, Revised, as amended, offers series H 


No. 530, Eighth Revision, contains the general regulations governing United 
States savings bonds. 


These circulars may be obtained from Federal Reserve banks or branches or 
from the Division of Loans and Currency in Chicago. 


UNITED STATES SAVINGS BONDS, SERIES E 


Price, 75 percent of maturity value. 


Dated first day of month in which payment is received by an authorized issuing 
agent. 


Mature 8 years and 11 months from issue date.” 

Yield, 34% percent compounded semiannually when held to maturity.’ 

Since the following is only a summary, reference should be made to the govern 
ing official circulars for detailed information. 


1. Denominations (maturity value) : $25, $50, $100, $200, $500, $1,000, $10,000, 
$100,000.” 


Corresponding issue (cost) prices: $18.75, $37.50, $75, $150, $375, $750, $7,500, 
$75,000. 


2. Registration: Issued in registered form only: in name of one individual; in 
names of 2 (but not more) individuals as coowners; or in name of 1 individual 
payable on death to 1 other designated individual. They may also be issued in 
the names of fiduciaries( including but not limited to guardians and trustees of 
all classes), in the name of the owner or custodian of public funds, or of any 
partnership, unincorporated association, or corporation (public or private). They 
may not be registered in the names of commercial banks, which for this purpose 
are defined as those accepting demand deposits. They cannot be transferred, sold, 
or used as collateral or as security for the performance of an obligation. 

3. Who may own: See paragraph 2 above. 





1 Applies to bonds purchased on and after February 1, 1957. 
? $100,000 series E. bonds are issued only to trustees of employees savings plans. 
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4. Limit on holdings: The limit is $10,000* maturity value ($7,500 issue price) 


each calendar year. 
to and held by any investor. 


It applies to bonds originally issued during a calendar year 
For the purpose of computing this limit, bonds issued 


to coowners may be applied to the holdings of either or apportioned between them. 
5. Interest: Interest accrues through increases in redemption value at the 
end of each half-year period from issue date with an additional increase for the 
5-month period from 8% years to maturity, to provide an annual investment yield 
of 831% percent, compounded semiannually, if held to maturity. 
6. Redemption: At the option of the owner, they may be redeemed any time 
after 2 months from issue date, without advance notice, generally at the same 
classes of agencies from which they may be bought. Not callable by Treasury 
prior to maturity. 
7. Options at maturity: The Treasury Department offers the holder of ma- 
turing series E bonds two options : 
Option 1: To aceept cash by presenting the matured bonds, with proper iden- 
tification, to any authorized paying agent. 
A. Bonds issued prior to May 1, 1957, may be held up to 10 years after maturity 
and earn interest on the face amount at the rate of about 3 percent, compounded 


semiannually. 


The interest rate is slightly lower for bonds’which matured prior 


to May 1, 1952. See table on series E bonds issued May 1941 through April 1942 


for the extended maturity period.) 


No action is required of an owner desiring 


to take advantage of this option. Extended E bonds may be cashed at any time 
the owner desires, at values shown in the redemption table on the next page. 
B. Bonds issued May 1, 1957, and thereafter—the terms of an extension, if any, 


will not be announced until later. 


investment yields.) 


(See note to table on redemption values and 


TABLE OF REDEMPTION VALUES AND INVESTMENT YIELDS (BasEp on $100 Bonn, 
IssuE Price $75) 


Ist % year 


Bonds issued February 1957 and after 


Period after issue date 


a ee a ah cis gamsdichn oer moot armen “ 
Dapaee wees. 3. dele Lota Jabad as ac SbEUETLGls { 
De Fe RS on 4 oda sumecmct-bes Kickin darqietiignsa haamtn biet once ais 


2 to 2% years 


2% to 3 years - 


3 to 3% years 
3% to 4 years 
4 to 414 years 


SP IIINONOS 26. ci Sees isc sch wed cceee 


5 to 5% years 
514 to 6 years 
6 to 6% years 
6% to 7 years 


7 to 7% years __ 


7% to 8 years 
8 to 8% years 
814 to 8 years 


Maturity value (8 years 11 months from issue date) - oe ee 


11 months-. 


1 §-month period from 81% years to 8 years 11 months. 


NotE.—No extension option has been announced for these bonds. 
issue dates of February through April 1957 have the option to continue holding t 


Redemption 
value during 
each half- 
year period 





Approximate 


investment 


yield 


On purchase 
price from 
issue date to | 
beginning of | 
each half- 
year period ! 


Percent 





go 29 GO BO CODD ESOS EO EO DIOON NNN S 





On current 
redemption 
value from 
beginning of 
each half- 
year period ! 


| to maturity 


Percent 
3. 25 


35 
38 
39 
39 
39 
38 
38 
37 
37 
36 
36 
37 
39 
41 
49 
81 


However, owners of bonds bearing 
heir bonds after maturity. 


The redemption values of these bonds during the extended maturity period are the same as for bonds issued 
May 1952 through January 1957. 


For employees’ savings plans the annual purchase limit is $2,000 (maturity value) 
multiplied by the highest number of participants in an employees’ savings plan at any time 
during the year in which the bonds are issued. 
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Ist % year. 

14 to 1 year 

1 to 14% years 
1\% to 2 years 
2 to 2% years 
2% to 3 years 
3 to 3% years 
3% to 4 years 
4 to 4% years 
41% to 5 years 
5 to 5% years 
544 to 6 years 
6 to 6% years 
6% to7 years 
7 to 7% years 
7% to 8 years 
8 to 8% years 
8% to 9 years 
9 to 9% years 


Period after issue date 


914 years to 9 years 8 months 


Maturity value (9 years 8 mont 


Ist 14 year 

Ve to 1 year. 
1 to 144 years 
1% to 2 years 
2 to 24 years 
2‘ to 3 years 
% to 3)¢ years 
3\4 to 4 years 
4 to 4% years 
4be to 5 years 
5 to 5\% years 
5, to 6 years 
6 to 6’ years 
6% to 7 years 
7 to 7% years 
7\% to 8 years 
8 to 8% years 
84e to 9 years 
9 to 9% years 
914 to 10 years 


Extended maturity value 


date) 


Period after maturity date 


hs from issue date) 


(10 years from original maturity 


12-month period from 9'4 years to 9 years 8 months. 


Redemption 
value during 
each half- 


$75. 





100 


year period 


From issue da 


. 00 

40 
. 20 
. 20 
. 20 
. 20 
. 20 
. 20 


. 20 | 


. 60 


. 00 


. 40 
. 80 
. 20 
. 60 


. 00 
| 93. 
95. 
7 96. 
98 


60 
20 
80 
40 





. 00 
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Bonds issued May 1952 through January 1957 


Approximate investment 
yield 


| 
On purchase | On current 


price from 
issue date to 
beginning of 

each half- 
year period ! 


te to maturity 


Percent 


CNNNNNNNNNNNNNNNN ES SS 
qa 
© 


| Extended maturity period 


redemption 
value from 
beginning of 
each half- 
year period ? 
if held— 


To maturity 


Percent 


aw 
58 


<2 ys 99 29 G9 G0 29 G9 G0 G9 G0 99 B99 G0 G9 Go 99 
SRRSSRISSSSSERRBBSS 


To extended 











maturity 
Percent | Percent 
$100. 00 | 3.00 | 3.00 
| 101. 50 | 3. 00 | 3.00 
103. 00 3.00 | 3.00 
| 104. 50 2.99 3. 01 
106. 00 2.99 3. 02 
107. 60 | 2. 99 | 3. 02 
109. 20 | 2. 99 3. 02 
110. 80 | 2.99 3. 03 
112. 40 | 2.98 | 3.04 
114.00 | 2.98 | 3:05 
115. 80 2. 98 | 3.04 
117. 60 | 2. 99 | 3.04 
119. 40 2. 99 | 3.03 
| 121. 20 | 2. 99 3.04 
123. 00 2.99 | 3.05 
124. 80 | 2.99 | 3.07 
126. 60 | 2.99 | 3.12 
| 128. 60 2.99 3.10 
130. 60 | 2. 99 | 3.10 
132. 60 | 3.00 | 3.14 
j | 
134. 68 SEE:. ane 
' 
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Period after issue date 
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Bonds issued May 1942 through April 1952 


Approximate investment 
yield 











Redemption 
value during | On purchase | On current 
each half- price from | redemption 
year period | issue date to | value from 
beginning of | beginning of 
each half- each half- 
year period | year period 
if held— 
From issue date to maturity} To maturity 
Percent Percent 
$75. 00 0.00 2. 90 
75. 00 00 3. 05 
75. 50 67 3.15 
76. 00 88 3. 25 
76. 50 99 3. 38 
77. 00 06 3. 52 
78. 00 31 58 
79. 00 49 66 
80. 00 62 75 


PPNPHPNNNNEP PP rrrmr.... 
PT ot ot ol al ol al ol al al ok od ok oo 


SRSESSRSEER= 
S3s3sessss88 
SeISL6SS8 


_ 





Period after maturity date 


ne eo | 


skeksiscetsse 

ao on ww ea! 

Gakonk mak oodk woakeg 
E 


RAS K 
gests 


OOM 
me 

° 

© 

KR 
“<¢ 

e 

i) 

5 

7) 





Extended maturity period | To extended 





maturity 
Percent Percent 
$100. 00 2.90 3.00 
101. 50 2. 90 3. 00 
103. 00 2. 90 3. 00 
104. 50 2.91 3.01 
106. 00 2. 90 3. 02 
107. 60 2.91 3.02 
109. 20 2.91 3. 02 
110. 80 2.91 3. 03 
112. 40 2.91 3. 04 
114. 00 2.91 3.05 
115. 86 2. 92 3. 04 
117. 60 2. 92 3. 04 
119. 40 2. 93 3. 03 
121. 20 2. 93 3. 04 
123. 00 2.93 3. 05 
124. 80 2. 93 3. 07 
126. 60 2. 93 3.12 
128. 60 2. 94 3. 10 
130. 60 2. 94 3. 10 
132. 60 2. 94 3.14 
134. 68 Pe Winciewcttinw 
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Bonds issued May 1941 through April 1942 











| 
| Approximate investment 
| yield 
| Redemption | 
| value during On purchase; On current 
each half- | price from | redemption 
Period after issue date year period | issue date to | value from 
| beginning of | beginning of 
| | each half- each half- 
year period | year period 
| j if held— 
| 
| From issue date to maturity | To maturity 
Percent Percent 
Ist 4 year | $75. 00 0.00 2.90 
6 to 1 year xaeh 75.00 | - 00 | 3. 05 
1 to 14% years. _- ade t ; 75. 50 . 67 3.15 
1% to 2 years_-_-_-_. 76. 00 . 88 | 3. 25 
2 to 2'4 years ‘6 | 76. 50 | . 99 3. 38 
2% to 3 years_.-.- | 77. 00 | 1. 06 3. 52 
3 to 3'4 years_- | 78.00 | 1.31 3. 58 
3% to 4 years_. 79.00 | 1. 49 3. 66> 
4 to 41% years__ 80.00 | 1. 62 3.75 
414 to 5 years. 81.00 | 1.72 3. 87 
5 to 544 years 82. 00 1.79 | 4.01 
5% to 6 years 83.00 | 1. 85 4.18 
6 to 66 years 84.00 | 1. 90 } 4.41 
6% to7 years__. 86. 00 | 2.12 | 4. 36 
7 to 7'4 years 88. 00 2. 30 4.31 
7% to 8 years 90. 00 2. 45 4. 26 
8 to 8% years 92. 00 | 2. 57 4. 21 
844 to 9 years 94. 00 | 2. 67 4.17 
9 to 944 years 96. 00 2.76 4.12 
9% to 10 years 98.00 | 2. 84 4.08 
Maturity value (10 years from issue date) 100. 00 2. 90 | 
! 
| 
Period after maturity date Extende.i maturity period! | To extended 
maturity 
Percent Percent 
Ist 1% year_- $100. 00 2.90 | 2. 90 
\% to 1 year 101. 25 | 2. 88 2. 92 
1 to 14 years 102. 50 2. 86 2. 94 
1% to 2 years 103. 75 2. 84 2. 97 
2 to 2% years. _. 105. 00 | 2. 82 | 3. 01 
2% to 3 years 106. 25 2.81 | 3. 05 
3 to 3% years 107. 50 2.79 | 3.10 
3% to 4 years 108. 75 2.77 3.16 
4 to 444 years 110. 00 2. 75 3. 23 
4% to 5 years 2. 74 | 3. 32 
5 to 54% years 2. 72 3. 43 
5% to 6 years 2.71 | 3. 56 
6 to 644 years 2. 69 3.73 
6%.to 7 years 2. 67 3. 96 
7 to 744 years 2. 66 4. 26 
7% to 8 years 2. 70 4. 26 
8 to 8% years 2. 75 4. 21 
8% to 9 years 2.79 4.17 
9 to 944 years 2. 83 4.12 
91% to 10 years 67 2. 87 4. 08 
Extended maturity value (10 years from original maturity 
a 133. 33 2. 90 








1 Redemption values are based on simple interest on the face amount of the rate of 244 percent per annum 
if redeemed before the Ist 74% years of the extension period and thereafter at a higher rate sufficient to provide 
anfaggregate return for the 10-year extension period of 2.90 percent per annum, compounded semiannually. 


22904—58——_3 








32 TREASURY AND POST OFFICE APPROPRIATIONS, 1959 


UNITED STATES SAVINGS BONDS, SERIES H (DESIGNED TO PROVIDE CURRENT INCOME) 


Price: Par. 

Dated 1st day of month in which payment is received by a Federal Reserve 
bank or branch or the Treasury. 

Mature 10 years from issue date.’ 

Yield: Pays current income by semiannual interest check to provide an in- 
creasing investment yield the longer the bond is held; a bond held to maturity 
will yield an average of 314 percent per annum.’ 

Redeemable at par any time after 6 months from issue date on 1 month’s 
written notice. 

Since the following is only a summary, reference should be made to the gov- 
erning official circulars for detailed information. 

1. Denominations: $500, $1,000, $5,000, $10,000. 

2. Registration: Issued in registered form only: in name of 1 individual; in 
names of 2 (but not more) individuals as coowners; or in name of 1 individual 
payable on death to 1 other designated individual. They may also be issued in 
the names of fiduciaries (including but not limited to guardians and trustees 
of all classes), in the name of the owner or custodian of public funds, or of any 
partnership, unincorporated association, or corporation (public or private). 
They may not be registered in the names of commercial banks, which for this 
purpose are defined as those accepting demand deposits. They cannot be trans- 
ferred, sold, or used as collateral or as security for the performance of an 
obligation. 

3. Who May Own: See paragraph 2, above. 

4. Limit on holdings: The limit is $10,000 each calendar year. It applies to 
bonds originally issued during a calendar year to and held by any investor. For 
the purpose of computing this limit, bonds issued to coowners may be applied 
to the holdings of either or apportioned between them. 

5. Interest: Semiannual interest checks will be mailed to holders, providing 
an average annual investment yield equivalent to 3%, percent per annum if 
held to maturity. (See table on interest checks and investment yields on series 
H bonds issued February 1957 and after.) Yields prior to maturity and at 
maturity are approximately the same as the improved series E bonds. 

6. Redemption: At the option of the owner, they may be redeemed at par at 
any Federal Reserve bank or branch, or at the Office of the Treasurer of the 
United States, Washington 25, D. C., on the 1st day of any calendar month after 
6 months from issue date, on 1 month’s written notice. Not callable by Treas- 
ury prior to maturity. 


7. Extension privilege at maturity: None has been provided. 


1 Applies to bonds purchased on and after February 1, 1957. 
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TABLE OF INTEREST CHECKS AND INVESTMENT YIELDS (BASED ON $1,000 Bonp) 


Bonds issued February 1957 and after 


Approximate investment 
yield on face value 
Amount of | 








Period of time from issue date each interest | | 

check | From issue | From each 
} date to each | interest pay- 

| | interest pay-| ment date 

ment date | to maturity 
seston aiameh estan aiaa nina data eal availiiecmaaiay — aan 

Percent Percent 

\% year... f he wae a oa tin in atl | $8.00 | 1. 60 3. 35 
| seer 14. 50 2. 25 3. 38 
1} years... ‘ i ebibwretiid ; 16. 90 2. 62 3. 38 
2 years_. 5 ey 16. 90 2. 80 3.38 
2\% years... oa eouhinl ieee 16. 90 2. 92 3. 38 
3 years..... - | 16. 90 | 2.99 | 3. 38 
3% years_- Fe aueees 16. 90 3. 04 3. 38 
4 years z 7 ‘ saaie 16. 90 3. 08 3. 38 
4% years_- oat 16. 90 | 3.11 3. 38 
5 years. ‘ -| 16. 90 3. 14 3. 38 
51% years_. . on 16. 90 | 3. 16 3. 38 
6 years . eee 16. 90 | 3. 18 3. 38 
6% years_- SS 16. 90 | 3.19 3. 38 
7 years... ‘ie ‘ osauenenn 16. 90 | 3. 20 3. 38 
7% years.- : ; ‘ naka ‘ 16. 90 | 3.21 | 3. 38 
8 years , ‘ = ies ; 16. 90 3. 22 3. 38 
$14 years__ 16.90 | 3. 23 3. 38 
9 years x 16. 90 3. 24 3. 38 
96 years. A ae 16. 90 | 3. 24 | 3. 38 
10 years (maturity 16. 90 3. 25 -2--- 


Bonds issued June 1952 through January 1957 
g y 


Approximate investment 
yield on face value 
Amount of 








Period of time from issue date each interest 

check From issue From each 

date to each | interest pay- 

interest pay- | ment date 

ment date to maturity 

Percent Percent 
Vo year-._. $4. 00 0. 80 3. 13 
1 year 12. 50 1. 65 3. 18 
1\4 years 12. 50 1. 93 3. 22 
2 years } 12. 50 2. 07 3. 27 
24% years 12. 50 2.15 | 3. 34 
3 years 12. 50 | 2. 21 3.41 
314 years 12. 50 | 2. 25 3. 49 
4 years 12. 50 | 2. 28 3. 58 
41% years 17. 00 2. 40 3. 60 
5 years 17. 00 2. 49 | 3. 63 
54 years 17. 00 2. 57 | 3. 66 
6 years 17. 00 2. 63 | 3. 69 
6% years 17. 00 | 2. 69 | 3.74 
7 years ‘ mr 17. 00 | 2.73 | 3. 81 
7'% years om 17. 00 | 2.77 3. 91 
8% years | 17. 00 2. 81 4. 07 
84 years : | 17.00 | 2. 84 | 4. 36 
9 years ‘ jb adnded } 17. 00 | 2. 87 5.10 
96 years a Ce 17.00 2. 89 | 10. 37 
9 years 8 months (maturity) - - -- eared 17. 00 | WOO ei 
i 
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UNITED STATES SAVINGS BONDS, SERIES F 


Series F bonds, which were withdrawn from sale on April 30, 1952, mature 12 
years from issue date and earn no interest after maturity, so that owners should 
review their holdings periodically to be sure they do not retain bonds of this 
series after maturity. 

1. Interest.—Interest on series F bonds accrues by virtue of increases in re- 
demption value after the first year and at the end of each half-year period 
thereafter until maturity (see table below). 

2. Redemption.—At the option of the owner, series F bonds may be redeemed 
at any Federal Reserve bank or branch, or at the Office of the Treasurer of the 
United States, W'ashington 25, D. C., on the first day of any calendar month 
following 1 month’s written notice. They cannot be sold or used as collateral. 


Table of redemption values and investment yields (based on a $1,000 bond, issue 
price $740) 





Approximate investment 


r 
| 





yield 
Redemption | _ - ie : 
| value during | On purchase | On current 
Period after issue date each half- | price from redemption 


year period | issue date to| value from 
| beginning of | beginning of 
| | each half- each half- 
year period | year period 
| to maturity 


| 





| Percent Percent 

1 56 FORP . acuseo eeecocccooooooeoeseooce + ------ - “<<< | (t) | | 2. 53 
isto Se ta $740 | 0 | 2. 64 
$46 056 90s. |... 805.5. ; 742 | 27 | 2.73 
236 Oe Bete. Sc. onus. ; | 745 | 45 | 2. 82 
2 to 214 years. _- a 749 | al 2.91 
Ok See 754 75 2.99 
3 to 34% years_-_-.---- 760 R9 | 3. 07 
3% to 4 years __- 767 1.03 3.15 
4 to 4% years__- 776 | 1.19 3. 20 
41% to 5 years___ 786 1.34 | 3.24 
5 to 51% years. ___- 797 1.49 3.27 
5% to 6 years______--- : 809 1. 63 | 3.29 
6 to 614 years. _- 822 | 1.76 | 3.29 
61% to 7 years _ -- - | 835 | 1.87 | 3.31 
7 to 7% years______--_-- 848 | 1.96 | 3.32 
7% to 8 years _..--_-- 861 | 2.03 | 3.35 
8 to 844 years. _._--- | 874 2.09 3.40 
81% to 9 years_______---- , S87 2.14 3.46 
9 to $4 years 900 2.19 | 3.54 
9\% to 10 years _- 914 | 2. 24 3. 63 
10 to 10% years__- 929 | 2. 29 | 3.72 
10% to 11 years | 945 | 2. 34 3.81 
11 to 11% years 962 | 2. 40 | 3.91 
11% to 12 years 980 | 2. 46 4.08 
Maturity value (12 years from issue date) 1,000 | 2. 53 





1 Not redeemable. 


UNITED STATES SAVINGS BONDS, SERIES G 


Series G bonds, which were withdrawn from sale on April 30, 1952, mature 
12 years from issue date and earn no interest after maturity, so that owners 
should review their holdings periodically to be sure they do not retain bonds 
of this series after maturity. 

1. Interest.—Interest on series G bonds is payable semiannually by Treasury 
check, except that the final 6 months’ interest is paid with the principal amount 
when the bonds are redeemed at or after maturity. Such interest is at a yield 
of 2.50 percent per annum. However, if a series G bond is redeemed before 
maturity the yield is adjusted downward, commensurate with the time the bond 





TREASURY AND POST OFFICE APPROPRIATIONS, 1959 35 


is held. Such downward adjustment requires recovery of a portion of the in- 
terest previously paid. This is accomplished by reducing the principal amount 
otherwise payable. However, in all cases the redemption value of the bonds 
plus interest previously paid will amount to more than the purchase price of 
the bonds. The redemption values and yields for bonds redeemed before maturity 
are shown in the table below. Series G bonds are redeemable at par prior to 
maturity only under certain conditions, the same as those prescribed for series 
K. 
2. Redemption.—At the option of the owner, series G bonds may be redeemed 
at stated redemption values at any Federal Reserve bank or branch, or at the 
Office of the Treasurer of the United States, Washington 25, D. C., on the first 
day of any calendar month following 1 month’s written notice. Redemption 
values are shown in the table below. They cannot be sold or used as collateral. 


Table of redemption values and invesiment yields (based on a $1,000 bond) 


Approximate investment 
} y ield 

Redemption } 
value during | On purchase | On current 
Period after issue date each half- | price from | redemption 
| year period | issue date to| value from 
beginning of | beginning of 

each half- each half- 

| year period | year period 
to maturity 

















Percent Percent 

Ist 4% year. .—_— , (4) } 2. 50 
% to 1 year__- : $988 | 0. 10 2. 62 
1 to 1% years os ai Sime 978 . 30 2.73 
114 to 2 years : 989 . 44 2. 84 
2 to 2!4 vears 7 sms 962 61 2. 94 
2% to 3 years . ‘ J 956 | . 75 3. 04 
3 to 3% years. -- ; “ sini 951 . 88 3. 13 
314 to 4 years. -.--- ; 948 | 1. 04 3. 20 
4 to 4% vears “ ; Te 947 | 1. 20 3. 26 
414 to 5 years . ; 947 | 1. 35 3. 30 
5 to 514 years ; i cates 949 | 1. 51 | 3. 32 
5\4 to 6 years. -- 952 | 1. 66 | 3. 33 
6 to 614 years__. $i 955 | 1.79 3. 33 
64 to 7 years. .-.._- tiga epee a cdinilee ; “ Y5R 1. 89 3. 34 
7 to 744 years- - - ie : 961 1. 98 3. 34 
74% to 8 years... : 964 | 2. 05 3. 37 
& to 814 years. __.- ‘ 967 | 2.12 3. 39 
A SiO PORES 6 oi. oe ds wc ansenscn : ; Sead _ 970 | 2.18 3. 42 
9 to 91% years_-_-. 73 2. 23 | 3. 46 
9% to 10 years... : ; : 976 | 2. e 3. 51 
10 to 10% years... .. ‘ ae 979 | 2. 31 3. 60 
1014 to 11 years... _- wakes ates 5 982 | 2. 35 | 3.7 
11 to 114% years... on ; ; 986 | 2. 39 3. 94 
11% to 12 years is ead. 992 2. 44 | 4.13 
Maturity value (12 years from issue date). aie <sanioia 1, 000 | 2 OM cae 








! Not redeemable 


UNITED STATES SAVINGS BONDS, SERIES J 


Series J bonds, which were withdrawn from sale on April 30, 1957, mature 12 
years from issue date and earn no interest after maturity. 

1. Interest.—Interest accrues on series J bonds by virtue of increases in re- 
demption value at the end of each half-year period from issue date until maturity. 
These bonds become increasingly valuable the longer they are held—up to 
maturity. (See table below.) 

2. Redemption.—At the option of the owner, series J bonds may be redeemed 
at any Federal Reserve bank or branch, or at the Office of the Treasurer of the 
United States, Washington 25, D. C., on the first day of any calendar month after 
6 months from issue date, following 1 month’s written notice. Redemption 
values are shown in the table below. They are not callable prior to maturity 
and cannot be sold or used as collateral. 
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Table of redemption values and investment yields (based on a $1,000 bond, issu 
price $720) ‘ 


Approximate investment 


yield 
Redemption | yeas hak 
value during | On purchase | On current 
Period after issue date each half- price from | redemption 


year period | issue date to| value from 
beginning of | beginning of 

each half- | each half- 

year period | year period 

to maturity 


Percent Percent 

Ist 4 year_.-.-..-.- a : . noes ens (i | 2. 76 
14 to 1 year___- $724 1.11 2.83 
1 to 1% years_ _- ‘ 729 1. 25 2. 89 
1% to 2 years_ _. 735 | 1.38 2. 95 
2 to 2 years_ _- ‘ 742 | 1.51 3. 01 
2% to 3 years - _- 750 1. 64 3.05 
3 to 3% years - _- ss 759 | 1.77 3.09 
3% to 4 years - _- 768 1.85 3.13 
4 to 444 years _ __ 778 1.95 3.16 
41% to 5 years______. : 789 | 2.04 3.18 
5 to 5% years 800 | 2.12 3. 21 
5\% to 6 years - _. 812 | 2. 20 3. 23 
6 to 61% years. y 824 | 2. 26 3. 25 
61% to 7 years 837 2. 33 3. 26 
7 to 744 years_ __ ; 850 | 2.39 3. 28 
7% to 8 years __- ‘ aml 864 | 2.45 3. 28 
8 to 81% years_ ; 878 | 2. 50 3. 28 
814 to 9 years : 4 892 2. 54 3. 29 
9 to 946 years 906 | 2. 57 3. 32 
9% to 10 years 2 ER =i 921 | 2. 61 3. 32 
10 to 10% years _ _- re we ie ed ee 936 | 2. 64 3. 33 
10% to 11 years. _-. 2 Saal a ps 952 | 2. 68 3.31 
11 to 11% years es ‘ ; F 968 | 2.71 3. 28 
114% to 12 years O84 2.73 3. 25 
Maturity value (12 years from issue date) _._.....------- 1, 000 2. 76 


1 Not redeemable. 


UNITED STATES SAVINGS BONDS, SERIES K 


Series K bonds, which were withdrawn from sale on April 30, 1957, mature 
12 years from issue date and earn no interest after maturity. 

1. Interest.—Interest on series K bonds is payable semiannually by Treasury 
check and is at a yield of 2.76 percent per annum if held to maturity. However, 
if a series K bond is redeemed before maturity the yield is adjusted downward, 
commensurate with the time the bond is held. Such downward adjustment 
requires recovery of a portion of the interest previously paid. This is accom- 
plished by reducing the principal amount otherwise payable. However, in all 
cases the redemption value of the bonds plus interest previously paid will 
amount to more than the purchase price of the bonds. The redemption values 
and yields for bonds redeemed before maturity are shown in the table below. 
Series K Bonds are redeemable at par prior to maturity only under certain 
conditions as prescribed in paragraph 3 below. 

2. Redemption.—At the option of the owner, series K bonds may be redeemed 
at stated redemption values at any Federal Reserve bank or branch, or at the 
Office of the Treasurer of the United States, Washington 25, D. C., on the first 
day of any calendar month after 6 months from issue date, following 1 month’s 
written notice. Redemption values are shown in the table below. They are 
not callable prior to maturity and cannot be sold or used as collateral. 

3. Special redemption at par.——The bonds are redeemable at par prior to 
maturity (1) if issued in exchange for matured series E bonds, or (2) upon 
the death of the owner or coowner, if a natural person, or if held by a trustee 
or other fiduciary, upon the death of any person which results in. the termination 
of the trust. In cases arising under (2) the notice must state that redemption 
at par is desired and the owner will not be entitled to interest beyond the second 
interest payment date following the date of death. If the trust is terminated 
only in part, redemption at par will be made only to the extent of the pro rata 
portion of the trust so terminated, to the next lower multiple of $500 ($100 
in the case of series G bonds). 
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Table of redemption values and investment yields (based on a $1,000 bond) 


| Approximate investment 
| yield 
| 


| 
Redemption 
| value during | On purchase | On current 
Period after issue date | each half- price from redemption 
| year period | issue date to| value from 
| beginning of | beginning of 
each half- | each half- 
year period | year period 
to maturity 


Percent | Percent 

Ist lg year é | (4) . 2. 76 
¥4 to | year $992 1. 16 2. 84 
1 to 1% years ¢ ‘ 985 1. 26 | 2. 92 
114 to 2 years : ‘ 979 1.37 | 2. 99 
2 to 2% years 975 1. 52 | 3. 05 
214 to 3 years 4 971 1. 62 3.12 
3 to 344 years “ | 969 1.75 3. 16 
314 to 4 years 967 | 1. 84 | 3. 21 
4 to 44 years 966 1. 94 3. 25 
4lo to: 5 years 966 2. 03 3. 27 
5 to! fi 2 years 967 2. 13 3. 29 
544 to 6 years 968 2. 21 3. 31 
6 to 614 years ‘ | 969 2. 27 3. 33 
644 to 7 years 970 2. 33 3. 36 
7 to 71% years 972 | 2. 39 3. 37 
7% to 8 years 974 2. 44 3. 39 
8 to 844 vears | 976 2. 49 3. 41 
814 to 9 years | 978 | 2. 53 | 3. 43 
9 to 914 vears 5a 981 | 2. 57 3. 43 
914 to 10 years____- ; 984 | 2. 61 3. 43 
10 to 104% years 987 2.65 | 3. 44 
10% to 11 years 990 2. 68 3. 45 
11 to 11% years . 993 | 2.70 3. 48 
111% to 12 years SR iteala 996 2.73 3. 57 
M: iturity value (12 years from issue date) veal 1, 000 2. 76 = 


1 Not redeemable. 
CATALOGING OF E-BONDS 


Senator Briperes. Going back to E-bonds again, how are they cata- 
loged? Are they cataloged in the Treasury Department by name? 
Suppose an individual bought one bond in 1942 and suppose he bought 
another one in 1951 and another one in 1957. Are those all listed by 
names in the Treasury ? 

Mr Herrevrincer. When the bond is issued, the issuing agent makes 
a copy which is sent to the Treasury. We then set those copies out in 
numerical sequence for a yearly period, and then we microfilm the 
numerical record. That is frozen for our use from then on. Then 
we take those same cards and set them up alphabetically by name, and 
microfilm this record. That is in order to reduce the size of the space 
required. The stub is then destroyed, but we have microfilm records 
for nearly 2 billion savings bonds by serial number and by name. We 
can go to the 1945 record under “name” and find your whole file. We 
can then go to the redemption record to tell you whether that bond is 
still outstanding or whether it has been redeemed. 

Senator Brinces. Are these new type of E-bonds susceptible to for- 
gery? Are these easy to forge? I know that one of your big prob- 
lems has been the forgery of Government checks. Is the new E-bond 
susceptible to forgery ? 

Mr. Herre.rincer. No, no, more than the previous E-bonds. The E- 
bonds are instruments that don’t pass by delivery like checks. You 
have to appear in person before a bank, a paying agent. You have to 
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identify yourself to that agent in person, and then you sign your name. 
So a forger doesn’t nor mally want to go through those channels. 


Senator Brinces. It is a harder process than - forging a Government 
check. 


Mr. Herretrincer. Yes, sir. 


FORGERY OF GOVERNMENT CHECKS 


Senator Briners. Let me ask you, Mr. Secretary, is the forgery of 
Government checks still very high or have you been able to reduce it 
some? It hasbeen a terrific problem. 

Mr. Scripner. The Chief of the Secret Service testified on this, and 
his statement is on page 128 in the House record. He indicated that 
the number of complaints of forgery were reasonably constant for the 
past several years on a year-to-year basis; that in recent months there 
has been increased forgery activity, and that they felt it necessary and 
important, as does the Tres USUTY, that there be no relaxation of enforce- 
ment in that area. 

Senator Brinces. Is there any forgery on cashing of E-bonds? 

Mr. Herrecrincer. There is some; yes, sir. However, the bond- 
owner does not suffer any loss. 

Senator Brivges. How do they do it ? 

Mr. Herrecrincer. Normally, a bond will be stolen from some 
owner’s home if he doesn’t have them in safekeeping. Sometimes they 
will steal the owner’s identification documents. Then they will appear 
before a bank and use those documents to identify themselves as the 
owner. In many cases, after that transpires, the Secret Service inves- 
tigates and apprehends the forger. We have very good experience 
in that. 


JUSTIFICATION FOR INTERNAL REVEN UE SERVICE BUDGET REQUESTS 


Senator Roserrson. Mr. Secretary, the Budget Bureau _recom- 
mended for the Internal Revenue Service the same amount of money 
you had last year, which was $325,500,000. The House allowed it, 
but your justification shows that there will be a reduction in personnel. 
Will you explain why, if you are going to reduce the personnel, you 
need the same amount of money ? 

Mr. Scrrpner. Yes, sir. 

As Commissioner Harrington testified last year, and again testi- 
fied at considerable length in the House this year, he has made vigor- 
ous efforts to build up the personnel of the Revenue Service. He used 
the phrase, which others have used in other organizations, “to build 
a blue-ribbon organization.” To do that he has attempted to set up 
a definite program of promotions so that people working in the Service 
will know that if they do a good job and are there a certain len 
of time they can look forward to stepups without being held back 
and told, “You are entitled to it, but this year we can ‘only take a 
hundred in your grades because we haven’t the funds.” 

Senator Rorertson. Permit me to interrupt at this point. 

Is a field agent told that he has to produce a given number of new 
dollars in order to move up? 

Mr. Scripner. No, sir. That is not the test at all. The test isa 
question of doing the various things that you would have anybody 
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in an organization of 50,000 people do to qualify as an adequate and 
responsible employee. 


COMPLAINTS ABOUT FIELD AGENTS 


Senator Rosertson. To be frank, I have some complaints about the 
way they put pressure on a man and threaten him and bluff him and 
say, “This is going to cost you a lot of money and you ought to make 
a settlement now. I will settle for such-and-such an amount,” which 
may be far more than any just claim, but just intimidate a person 
into paying. 

I have heard there was a time, under maybe a previous administra- 
tion, where pressure was put on the men and it was said, “Now, you 
are getting so many dollars a day, and here is the percentage that you 
have to produce or you are not earning your keep.” Ten times what 
you got or something like that. Tell us about that. 

Mr. Scripner. There are two parts to that question, and, as to the 
first part, no agent has any authority or instruction that he is sup- 
posed to put pressure on any taxpayer on the basis that “This is going 
to cost you a lot of money if you don’t make a compromise.” 

We have within the service quite a turnover of personnel in the 
lower grades, running from 13 to 20 percent a year, and I haven’t any 
question that there are occasionally people who do not follow out 
and do the job as they are supposed to do it. One of the things which 
we are particularly interested in knowing about in the Treasury, and 
the Commissioner and his staff are interested in, is any instance such 
as you have described which we can follow up and determine whether 
or not there was such pressure. Occasionally we find there is, and we 
take action. Many times we find that the taxpayer, when you go to 
him, has exaggerated his story a bit. It may have been pointed out 
to him what his alternatives were and he may have weighed that 
situation. 

Secondly, there is no quota basis. There is no statement that you 
have to earn so much a day in order to pay your keep. There is, of 
course, an attempt not to have agents unduly harass people by staying 
2 or 3 days with 1 taxpayer and going through a lot of records which 
will not in fact produce very much—which will be annoying. A 
certain number of calls ought to be made in a week by a man because 
he ought to be able to check up promptly. When that is not being 
done, it is something that we ought to look at; not on the basis of the 
amount of money he turns in, but on the amount of work that he is 
doing in a particular time. In any evaluation there is due considera- 
tion given to the complexity of the cases that he is handling, the type 
of cases that he is handling, whether he is examining a corporate re- 
turn, whether he is examining a return of a man with a great many 
different kinds of transactions, or whether he is examining a relatively 
simple return. 

WORKLOADS 


Senator Ronertson. Do you not think it would be a good idea if 
you would put in the record at this point the actual workload for fiscal 
1957, the workload for fiscal 1958, and the estimated workload for fiscal 
1959? Could you dothat? 
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Mr. Scrrpner. Yes, sir; we can. I think there are quite a few tables 
in the House hearing, but we will be glad to furnish this information 
to your committee. 

Senator Roserrson. We cannot rely on the House record for every- 
thing. We want a few things on our side to show it. 

Mr. Scrispner. Yes, sir; I will be glad to do it. 

(See p. 43 for wor kload table.) 

Senator Rosperrson. Now we would like to ask how many jobs are 
you proposing to eliminate when you get the same amount ‘ot money 
you have been having in the Internal Revenue Service. 


PERSONNEL SITUATION 


Mr. Scrrpner. The actual average number of positions in the Rev- 
enue Service for fiscal 1957 was 53,181. We estimate the average 
number of positions for the fiscal year we are now in at 52,892. 

Senator Roserrson. Just give me the difference, and then we will 
have it in the record. 

Mr. Scripner. Two hundred and eighty-nine less. 

Senator Roserrson. Between what they had and what they are going 
to have, but the same amount of money? 

Senator Dirxsen. The last figure was 1959? 

Mr. Scripner. I have given you the actual for fiscal 1957. I gave 
you the estimated for fiscal 1958, which we are in now. Estimated 
employees for fiscal 1959 would be 52 ,264, which will be another reduc- 
tion of 628. 

Senator Roserrson. In fiscal 1959 you will have 628 fewer employees 
in the Internal Revenue Service than you have now? 

Mr. Scripner. Yes, sir. 

Senator Roserrson. However, you need all the money just the 
same ? 

Mr. Scrrpner. Yes, sir; because we are going to pay those who 
remain more money. Also, we are not having the number of people 
leave that, we have had in the past months and years, so that we don’t 
have as high a percentage of personnel in the lower grades. 

Senator Dirksen. How is that divided between the field and the 
Department ? 

Mr. Scrrener. I think perhaps to save time I will file a schedule of 
that and show it, Senator. 

Senator Roserrson. The customary tables from the justifications 
and 1959 budget concerning the Internal Revenue Service will be 
inserted in the record at this point. 

(The information referred to follows :) 


Internal Revenue Service—Comparison of estimated average positions, fiscal years 

















1958-59 
Estimated average positions Fiscal year Fiscal year | Decrease 1959 
1958 | 1950° | over 1958 
Re III ee a beak coedan<cencheasdneotenudaess 2, 806 2, 662 144 
PA Soak oe sek balk islet. el. 50, 086 | 49, 602 484 








-| 
Pc Neihsg isa ted ilddhad cau ete de cand RmkeLa | 52, 892 | 52, 264 | 628 
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INTERNAL REVENUE SERVICE 
SALARIES AND EXPENSES 


Program and financing 














1957 actual | 1958 estimate 1959 estimate 
i 
Program by activities: } 
1. Rulings, technical yamine, and special technical | 
services __ i iiecediccnaa hirk-dicgeibeddeth dr aetacaaiace $4, 632, 770 $5, 260, 124 $5, 065, 524 
2. Collection of revenue._.....-.-.-------..-----0.---2s2- | 128, 836, 522 134, 331, 036 135, 793, 886 
3. Audit of tax returns__- senmndesenccasesoss=|, AE 1. Seeeeare 114, 323, 511 
4. Tax fraud and special investigations nieSiirien piss ndiaaial | 15, 738, 885 16, 743, 758 16, 862, 034 
5. Alcohol and tobacco tax regulatory work..............| 23, 181, 034 24, 274, 554 23, 712, 856 
6. Taxpayer conferences and tence Sdseseesonuceneakiia } 9, 771, 076 11, 046, 227 11, 059, 022 
7. Legal services entthtoandttuvattepmicaeus | 7, 043, 800 7, 998, 096 | 7, 988, 780 
8. Inspection ‘ieee ; enaaeaiclaheioaal 4, 096, 635 4, 419, 834 | 4, 393, 434 
9. Statistical reporting. bsaltindsakanateiectcue ete Meotieclieetoatantalanaieata a 1, 847, 329 | 2, 513, 167 | 2, 346, 867 
10, Tnocubive GitsetNO «5 osc eniccvciddedeedusateasbennide 3, 634, 552 4, 083, 586 3, 954, 086 
OEE Cin cs ctsincuednutendadeskgniaabinden 305, 484, 309 324, : 246,759 | 325, 500, 000 
Financing: | | 
Unobligated balance no longer available_..............-.. 265, 691 1, 253, 241 |_- 
Appropriation (new obligational authority)_......._--| 305, 750, 000 | 325, 500,000 | 325, 500, 000 





Object classification 


1957 actual | 1958 estimate | 1959 estimate 








Total number of permanent positions_--__...................-- | 52, 571 52, 444 51, 931 
Full-time equivalent of all other positions_.._...............-- 1, 975 | 1, 587 | 1, 587 
Average number of all employees-___....._- sich ceases en ida ae 53, 181 | 52, 570 52, 264 


Number of employees at end of year -- 


sekeced acachtnas nonll 51, 364 50, 77! 50, 500 


Average GS grade and salary--_-_-_...- ee a | 6.7 $5,180 6.9 $5, 257 | 7.0 $5, 399 


01 Personal services: 





a OE ee | $263, 416,474 | $265, 445, 665 $266, 859, 431 
Positions other than permanent teodnunipkhmeeeaee 5, 771, 611 4, 747, 665 4, 747, 665 

Other personal] services. -_....-.........-.-.-.-. aoe 1, 631, 424 2, 311, 227 2, 311, 227 

SS ee 

Total personal services.......................- ----| 270,818,509 | 272, 504,557 | 273, 918, 323 

OO. Teeh.......-c2e isainns a iniiaited achat beaten caiiakale 8, 357, 621 8, 635, 289 8, 255, 133 
03 Transport: ition of things___- danasteaiern dei a ee eee 1, 573, 013 | 1, 655, 909 | 1, 655, 909 
ee eee ran 5, 878, 732 5, 944, 412 | 5, 944, 412 
05 Rents and utility services_..._.......--. ae beaded Sere 1, 544, 946 2, 369, 406 1, 845, 983 
06 Printing and reproduction. __ PLETE OS IE TE 7, 529, 140 | 7, 773, 516 | 7, 773, 516 
7 Other contractual services _ _ _- < descsed ioouah Site 3, 364, 038 | 3, 113, 514 | 3, 113, 514 
08 Supplies and materials_....- intdieeamnsnspauamntciian 3, 253, 188 3, 875, 247 3, 369, 247 
at... Saas eee ee scadieseeea 2, 225, 560) 1, 746, 492 1, 746, 492 
11 Grants, subsidies, and contributioms_.___.._._.....__.-__- subcaamaaia 16, 485, 687 17, 234, 741 
13 Refunds, awards, and indemnities_-_-_...................-.| 674, 950 510, 000 510, 000 
BP "FR Gare OIE eine cesacncucnetiwensanultbehes 164, 612 132, 730 132, 730 

















Rn ID niin nego sccistzudeteensscmiietiikice 305, 484, 309 | 324, 246, 759 325, 500, 000 
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Regular appropriation, 1958 act 
Supplemental appropriation for 1958 


Increase or decrease from total appropriation, 1958 
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Analysis of appropriation base for fiscal year 1959 


Total appropriation, 1958 


Reductions : 
Activity No. 1, Rulings, technical planning, and 
special technical services____--~ $205, 300 
Activity No. 2, Collection of revenue___..---~--~- 1, 101, 620 
Activity No. 3, Audit of tax returns... - ~~ 450, 972 
Activity No. 4, Tax fraud and special investiga- 
OR i itd dckceinie edie 242, 739 
Activity No. 5, Alcohol and tobacco tax regulatory 
Wise Beka dincicaiindaate 829, 034 
Activity No. 6, Taxpayer conferences and ap- 
Na Ss esd ical athe aie radios 70, 719 
MOTIVICS: Ties FT, TaD BEACON cisternae 25, 916 
re erer ee, Ge eee 35, 000 
Activity No. 9, Statistical reporting....._.....-__ 170, 700 
Activity No. 10, Executive direction...........__ 136, 000 
Sk a acetee 3, 268, 000 
Additions: 
Activity No. 1, Rulings, technical planning, and 
special technical services______- 10, 700 
Activity No. 2, Collection of revenue__.....--_ 364, 024 
Activity No. 3, Audit of tax returns__..._...-_- 445, 904 
Activity No. 4, Tax fraud and special investiga- 
OE is od a cadens Be 56, 832 
Activity No. 5, Alcohol and tobacco tax regulatory 
i ci kindle ace 64, 795 
Activity No. 6, Taxpayer conferences and appeals_ 45, 430 
BLY IO. ~ 7, Deeet services... . 16, 600 
Betray 200) GP Teepeetion |. 8, 600 
Activity No. 9, Statistical reporting_....__._...__- 4, 400 
Activity No. 10, Executive direction._.......-____ 6, 500 
ne ae eae eee 1, 023, 785 
SeeD 2G RCO NN i. 6 ns, nh kei ddcentehinn catia leeewe 
IS ICR: NI OR 
Increase over appropriation base for 1959__..-__._..-___-________ 
Appropriation estimate for 1959_..........-._____________ 


2, 244, 215 


323, 255, 785 


2, 244, 215 


325, 500, 000 
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Comparison of appropriation base with appropriation estimate for 1959 











Appropriation base | Appropriation esti- Increase (+-) or 
for 1959 mate for 1959 decrease (—) 
Activity Paes ee 
Average | Amount | Average | Amount | Average| Amount 
positions positions positions 
1. Rulings, technical planning, and 
special technical services- .-.-- 659. 0 $5, 065, 524 650.0 | $5, 066, 524 |..........}......... 
2. Collection of revenue............| 25, 135.8 |134, 846, 681 | 25, 135.8 |135, 793, 886 |_......__- $947, 205 
3. Audit of tax returns--__-- 17, 126.8 |113, 571, 309 | 17, 126.8 |114, 323, 511 |........-- 752, 202 
4. Tax fraud and special investiga- 
tions. 2, 163.2 | 16, 557, 851 2, 163.2 | 16, 862, 034 }.......... 304, 183 
5. Alcohol and tobacco tax regula- 
tory work -| 3,268.0 | 23,510,315 | 3,368.0 | 23,712,856 |._.......-- 202, 541 
6. Taxpayer conferences and ap- 
peals _- See .-.------| 1,365.9 | 11,020, 938 1, 365.9 | 11, 050,022 j.......... 38, 084 
7. Legal serv Bible siz esac tke | 1,077.2 7, 988, 780 1, 077.2 TO COO Pad dn cndicchccnsasedbitle 
8. Inspection _ - associa : 537.3 4, 393, 434 537.3 Sf) Ses ee 
9. Statistical reporting. eae 395. 1 2, 346, 867 395. 1 2, 346, 867 re sl 
10. Executive direction.......__.-- 436.0 3, 954, 086 436. 0 Rg Rd Nh Ee 
Total. ss ilisilia ate elcninnahgiiedtedatal 52, 264.3 |323, 255, 785 | 52, 264.3 1325, 500,000 |........-- 2, 244, 215 
Adjustment in base (net) dddesingeietie ts FP a SEE Gn ccdoncadtenctaneusel —627.2 | —2, 244, 215 
Total, appropriation 1958, and 
appropriation estimate for 





BOER cnanas aiciebaioanie anoint 52, 891. 5 |325, 500, 000 | 52, 264.3 |325, 500,000 | —627.2 


GENERAL STATEMENT 


The Internal Revenue Service is responsible for determination, assessment, and 
collection of all internal revenue taxes; enforcement of internal revenue laws; 
refunding or crediting of any overpayment of tax or erroneous collection; and 
preparation and distribution of tax instructions, regulations, forms, and stamps. 
It is also charged with certain duties under statutes that do not impose taxes, 
such as the Federal Alcohol Administration Act, as amended, the Liquor En- 
forcement Act of 1936, and the Federal Firearms Act. 

The following table of some key items of work processed in fiscal years 1956 
and 1957, as well as estimates for fiscal years 1958 and 1959, illustrates the 
growing magnitude of the Service’s job and the increased productivity of the 
work force. 


Work volume and accomplishments 





| 
Key items 1956 1957 1958 j 1959 




















actual actual estimate estimate 
ie | 
Tax dollars (in millions): 
Gross tax collections ahciacioutaen $75, 113 $80, 122 (!) (Q) 
Additional tax resulting from enforcement_-_._--.___| 1, 413 1, 662 $1, 657 $1, 664 
Delinquent accounts collected Satins 825 | 943 977 | 1, 026 
= <== —= — 
Work volume items (in thousands): 
Tax returns filed - eames 90, 288 93, 27 95, 000 96, 500 
Income tax computations and verifications. __-- | 56, 468 57, 331 58, 954 59, 000 
Refunds and credits scheduled __. =t i 34, 668 36, 846 38, 500 | 39, 000 
Taxpayer delinquent accounts closed __- 2, 360 2, 762 2, 845 2, 900 
Inventory of taxpayer delinquent accounts at close | 
of year_. 1, 509 | 1, 488 (1) () 
Delinquency and other investigations closed _ ---- 1, 073 1, 320 1, 328 1, 350 
Examined income, estate, and gift tax returns dis- 
posed of__ aq sais : 2, 191 2, 388 2. 388 2, 388 
Appellate case disposals 18.7 19.8 20. 6 21.3 
Arrests for violation of internal revenue liquor laws. | 11.4 11.5 11.0 10. 5 
Fraud investigation cases completed. -.-.- ; | 28. fi 2 22.1 23.0 23.0 
Manpower utilized (man-years) ............-.---- an 52, 682 53, 181 52, 892 | | 52, 124 





! Not available. 
2 Reduction due to program change. 
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Report on 1957 program 


The most significant factor in the operations for fiscal year 1957 was the 
increased productivity. As indicated in the foregoing table every key item was 
up from the prior year except “Fraud investigation cases completed,” and this 
reduction was due to a program change. Less time was spent on wagering tax 
cases and on preliminary investigations which, while reducing the total number 
of investigations, resulted in a record number of prosecution recommendations 
involving a substantially increased amount of taxes and penalties. One part 
of the total program that continued to cause grave concern was the area of 
revenue accounting and returns processing, where most backlogs went up in 
spite of increased production and a small increase in manpower. 


TAXPAYER ASSISTANCE PROGRAM 


Again in 1957 it was possible to handle the taxpayer assistance program with 
less diversion of manpower from regular jobs of auditing returns and collecting 
tax accounts than in the year preceding. While it had been necessary to use 
about 770 man-years in the program in 1956, this was reduced to approximately 
620 man-years in 1957. The reduction is attributable principally to an intensive 
program of taxpayer education, in which the Service has received invaluable 
aid from the newspaper, television, radio, motion picture, and periodicals indus- 
tries, and from professional groups, such as lawyers and accountants, and the 
Nation’s schools. 


ORGANIZATIONAL CHANGE 


The only significant organizational change effected during the year was the 
establishment of a third area service center in Ogden, Utah, to supplement the 
two previously set up at Kansas City, Mo., and Lawrence, Mass. The service 
centers process the smaller and simpler individual income-tax returns through 
the use of mass-production techniques and high-speed labor-saving machines. 
During the current fiscal year all of the districts with the exception of those 
in the Atlanta and Dallas regions (and Honolulu) will send the returns of this 
type to the service centers. It is planned to bring the remaining districts 
(except Honolulu) under service center coverage in fiscal 1959. 


Program for 1958 


The major change in the program for 1958 involves a different approach to 
the revenue accounting and processing work. The various operations involved 
in this work have been carefully considered and classified into “must” items 
and “priority” items, with the latter being assigned an order of priority. A 
review of the work potential of the available force permits a determination as 
to the number of the priority items that can be included in the work program. 
This has the advantage of permitting the housekeeping to be in order and will 
eliminate backlogs. It will also give the employees an added incentive of not 
being charged with a workload impossible of attainment. However, the opera- 
tions eliminated have significant income-producing and compliance-inducing 
potential. 

There are also two minor changes in program to (1) step up some of the 
rulings work, and (2) expand the statistical reporting program in accordance 
with goals established by the Joint Committee on Internal Revenue Taxation 
and requests of the Bureau of the Budget. 

It is anticipated that work receipts will continue to increase in 1958, follow- 
ing the trend of the past few years. The Service wiil continue efforts to effect 
improvements in its work methods which will permit the accomplishment of 
more work with the available force. Programs to recruit well-qualified per- 
sonnel, to furnish adequate training of its personnel, and to provide avenues 
of advancement that will result in a more stable and efficient force will be con- 
tinued. Also, to the limited extent possible within funds available, action is 
being taken to provide better working conditions by improving housing and 
equipment. 


Program for 1959 


No increase of funds over the 1958 appropriation is requested for 1959. This 
simply means that, with the normal increase in tax returns filed, increased 
productivity is the only alternative to a further reduction in the number of 
priority operations that can be performed. There is no doubt that further prog- 
ress will be made in streamlining procedures and simplifying operations, or 
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that the better directed and more enthusiastic work force will do more work. 
It is uncertain whether the increased production will fully offset the increase 
in work load in the revenue accounting and processing area. Increased pro- 
duction in the direct enforcement areas is anticipated from about the same 
staff. 

Some relatively small program changes have been made to provide for unavoid- 
able increases in costs for 1959, and to permit the continuation of the promo- 
tion program. Th things being curtailed are, in themselves, desirable and bene- 
ficial to the Service. However, from the standpoint of the overall welfare of 
the Service and its total job they are not as important as the continuation of 
the promotion program. This program is the keystone to the development of a 
better and more stable work force, well trained, well directed, and interested in 
the job. Increases in productivity both last year and again this year leave no 
doubt as to the practical advantages of the program. 

The details concerning the Service’s operations in 1957 and 1958, and its pro- 
posed program for 1959 will be found in the budget justifications for each 
activity. 

EXPLANATION OF LANGUAGE CHANGES 


The Internal Revenue Service is proposing additional language to the appro- 
priation text for the fiscal year 1959, as follows: 

“Provided, That not to exceed $200,000 of the amount appropriated herein 
shall be available for expenses of instruction and facilities for the training of 
employees by contract, subject to such regulations as may be prescribed by 
the Secretary of the Treasury.” 

Similar language was included in the appropriation text for the Internal 
Revenue Service for the fiscal years 1955, 1956, and 1957. This language was 
deleted by the Congress in the 1958 Appropriation Act due to a misunderstanding 
as to its purpose. The Comptroller General, after correspondence with the 
chairmen of the Subcommittees on Treasury-Post Office Appropriations in both 
Houses, authorized the Internal Revenue Service to incur expenses of this nature 
during the fiscal year 1958 with the understanding that it would be necessary 
to procure express statutory authority after the expiration of the 1958 
fiscal year or until general legislation for the training of Government employees 
was enacted. There is little likelihood that general legislation wil be enacted 
in time to provide this authority in the fiscal year 1959. 

The contract authority is necessary for the management and supervisory 
training. The program we have developed has been universally accepted by 
all echelons of management and supervision throughout the Internal Revenue 
Service. Those who have taken the courses are enthusiastic about them and 
feel that they have benefited tremendously. We are certain that a large portion 
of the improvement in employee morale and production throughont the field 
offices is attributable to better supervision resulting from the training given to 
date. 

The Service will have provided management and supervisory training to 1,065 
executives and supervisors from 1955 through September 21, 1957. This training 
was given to all executives from Assistant Commissioners and regional com- 
missioners to and including district office division chiefs, as well as a number 
of group supervisors. 

Our 1959 program provides for the training of about 1,000 supervisors be- 
ginning at the branch-chief level and extending to and including group super- 
visors. The total number yet to be trained in this program is 1,608, as follows: 


Branch chiefs in field offices 


al ze ss asndtaacse Site pie tl seis 567 
Other supervisors in both national and field offices_____- asian eahe tn greed Is i 100 
BRURADURC ISIE, CANT S NI assists. css neces gigas lita aicelagia cee aceasta 151 
Group supervisors__...-._._. ieistbieddachadienin teeta saute: = sas ihe FUGA pecan na 790 

OCR hte i etaeet ade LiL ccnb ls tieesdubabbhnkddeae ass 1, 668 


It is our plan to train these supervisors in order of rank and until all have 
been given training. The contract cost of training 1,000 employees is approxi- 
mately $165,000. This figure, of course, is subject to some variation, depending 
upon situations as they may arise. We, therefore, feel that the minimum limi- 
tation on our training contract authority should be placed at $200,000. In the 
event that more than 1,000 employees can be trained within this limitation, 


training will proceed to the extent that it can be covered by the limitations in 
the contract. 
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COAST GUARD 
LACK OF COAST GUARD RESCUE BOATS 


Senator Roperrson. Now, Mr. Secretary, we come to one of the most 
interesting items in the budget. That is the Coast Guard, the only 
item that the House got liberal with and upped the budget estimate. 
I will ask you a few questions : about the operations of the Coast Guard. 
I want to outline to you the difficulty I have had with the Coast Guard. 

Down on the Potomac River a man had a little boat and he was almost 
swamped, and the Coast Guard did not have a boat to get out there for 
him. The storm was just too big for it. On the Virginia side, a 
friend of mine who had a pretty good cabin cruiser went out and 
rescued the man. 

There have been several instances of that kind, and 2 weeks ago I 
wrote the commandant of the Coast Guard a letter saying that they : did 
not have the equipment on the lower Potomac and part of the bay to 
do the job that is required. 

Certainly you could not expect the owners of private yachts and 
power boats to assume the responsibility of rescuing those who are 

caught in a small craft in a sudden storm, and I w ould like to know 
before we reach the end of the hearing today; first, does the Coast 
Guard have a boat that it could transfer, and, second, if it did not 
have it, is there money enough to get it? Third, if they did not 
have it and did not have enough money to get it, would they have 
enough in what the House has given? 

Fourth, if they do not have it in any way, how much would we 
have to put in there ? 

My policy is to answer an inquiry the same day. If I cannot give 
them all the information, I tell them, “We received your letter. This 
is what I know now, and the rest I will give when I get it.” 


DISCUSSION REGARDING LETTER 


Two weeks after I wrote to the commandant—and I wanted the in- 
formation before today—I received a letter from an assistant saying 
that he had relayed my request to somebody down in Norfolk, and 
when his reply came back he would give us some information. That 
is 2 weeks after. I am interested in the Coast Guard and I have sup- 
ported their program, but I just wonder if they treat all the Members 
of the Senate that way, and the public even worse, because I imagine 
if they treat the chairman of the Appropriations. subcommittee that 
way, that others might not get answers at all. I donot know. I just 
want a little information if that is indicative of the ray the Coast 
Guard is operating. 

Mr. Scripner. I am sure, Senator, you know it is not indicative of 
the way it is operating. I am sorry about the delay in answering 
this letter and we certainly will check on it and find where the 
responsibility is. 

Senator Rosertson. The admiral is sitting right behind you now. 
If you want to call on him, I will be glad for him to explain why, 
when I sent this letter and told him I needed the information 
oromptly, and I did not get even a reply from him but from some- 
bate in his office, and it did not reach me until this morning just 
before I came over here. 
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Mr. Scripner. Yes, sir, I will be glad to have the admiral answer 
that question. 

Admiral RicuMonp. With respect to the letter from you, Senator, 
we received it on March 3. 

Senator Rogerrson. I wrote you in Washington and mailed the 
letter on the 28th. Are we going to have to ask General Summer- 
field what time he got it to you? 

Admiral Ricumonp. The reply did not get out promptly. There 
was an undue delay. 

Our usual practice is to answer all letters within 48 hours. ‘The 
answer went out on the 10th of March. It was a week later. 

Senator Roserrson. Wait a minute. I did not get it until this 
morning. 


Admiral RicumMonp. The date on the outgoing letter was last 
Monday. 

Senator Roserrson. The answer was “We will ask somebody down 
in Norfolk about this.” 


SEARCH AND RESCUE FACILITIES 


Admiral Ricumonp. This question of the workload in any particu- 
lar place is widespread over the whole country. The area that you 
are interested in, namely, the lower Potomac, is one in which we have 
no search and rescue units now. The letter was referred there for an 
evaluation of the requirement. 

There is no doubt that we do not have sufficient facilities to meet 
every area all over the United States. 

Senator Ropertson. I understand that. 

It is not only a historic area but it is a very poor area and we are 
spending money for that inland waterway. More people are going 
to be coming back and forth than ever before, and certainly the 
Potomac is one of our very famous rivers and we ought not to let 
people get out there on the assumption that it is just a river and 
anybody can navigate a rowboat or anything in it. They get down 
there where the river flows into the bay and the waves will be 12 and 
15 feet high and turn them over. You do not challenge that, do you? 

Admiral RicuomMonp. We have no equipment for search and rescue 
except on a spot basis during the summer north of Norfolk until you 
get into the Baltimore area. 

Senator Ropertson. They are rapidly developing motorboats and 
pleasure boats there on the Potomac River and outside of it. Do you 
not think it is reasonable of those men down there to expect you to 
have at least one boat to sail up and down the Potomac and that part 
of the bay in really rough weather so you could get out and help 
somebody ¢ 

Admiral Ricumonp. They undoubtedly expect it, sir, yes. 

Senator Rozsertson. Certainly they expect it, but do you think that 
is an unreasonable expectation? We sing out the praises of the Coast 
Guard and we think it is so valuable to us, and they do not understand 
why on this particular stretch of water the Coast Guard does not 
function with its semper paratus tradition. What can we do about it ? 

Admiral Rrcumonp. Assuming that that need in that area is greater 
than where we have other requirements, the only answer at the pres- 
ent time would be to redeploy a boat from some other area. 
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Senator Ropertson. Do I understand that that is going to be prop- 
erly evaluated ? 

Mr. Scrisner. Yes, sir; we will be glad to look into that at once. 

Admiral Ricumonp. The evaluation has already been ordered, sir. 

Senator Rosertrson. Thank you, sir. 


COAST GUARD ACADEMY 


Mr. Secretary, the House increased the acquisition, construction, 
and improvements item in the bill, I believe, for apparently a much- 
needed new dormitory at New London. Will you testify about that? 

Mr. Scripner. Yes, sir. 

When our appropriation bill came before the House a motion was 
made from the floor to add $2 million to the Coast Guard item for 
acquisition, construction, and improvements, with direction that it be 
used to build a barracks at the Coast Guard Academy at New London. 
This was not an item which we had put into our budget submission, 
nor was it an item which had been added by the Appropriations Com- 
mittee in the House. 

LETTER FROM SENATOR BUSH 


Senator Ropertson. Senator Bush said he is a member of the Board 
of Visitors, that he had been there, and the barracks were unsafe, and 
that he knows personally that this new construction is needed. He 
asked me to put in the record a letter that he wrote to that effect to the 
chairman of the full committee and sent me a copy of it. That letter 
will be offered now. 

(The letter referred to follows :) 

UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
March 11, 1958. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D.C. 

Dear SENATOR HaypeN: When H. R. 11085, the Treasury and Post Office 
Departments, and the tax court of the United States appropriation bill, 1959, 
was under consideration in the House of Representatives, Representative Horace 
Seely-Brown (Second District, Connecticut) offered a floor amendment to pro- 
vide $2 million for the construction of new dormitory facilities at the United 
States Coast Guard Academy at New London, Conn. The amendment was 
accepted by a substantial vote in the House, and I am writing at this time to 
urge your committee to support this urgently needed appropriation. 

As a member of the Board of Visitors to the Coast Guard Academy, and as 
one who has visited this fine institution on many occasions, I can personally 
testify regarding the dangerous conditions in the temporary wooden barracks 
which were built in World War II. In the interest of safety, it is essential that 
they be replaced by permanent fire-proof structures. 

I would appreciate it if you will have this letter included in the record of the 
hearings on H. R. 11085. 

With kindest personal regards, I am 

Sincerely yours, 
Prescott BusH, 
United States Senator. 


NEED FOR BARRACKS REPLACEMENT 


Senator Ronerrson. Do you think Senator Bush is right in saying 
that this work is needed ? 

Mr. Scripner. The barracks now in use is a wooden barracks which 
is old. It needs to be replaced, but we do not believe that it is unsafe. 
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This is one of the items which, if we had all of the money that we 
could ask for, would be on our list. We had felt that it was not an 
item that we would ask for in this particular year. 

Senator Roserrson. I know you did not ask for it and that there 
was no budget estimate, and the House put it in. Do you object to 
it being built if the Senate wishes to concur? 

Mr. Scripner. If the Senate wishes to concur, having heard our 
submission and having in mind, as I know you do, the overall budg- 
etary problems that we have, that certainly is a matter that we at 
the Treasury would take under very serious ‘consideration and direct. 
We, of course, would have to again clear it with the Bureau of the 
Budget, but we would feel that we had taken our direction from the 
C ongress action. 

Senator Dirksen. Did you discuss this in your budget presentation 
w ith the Budget Bureau? 

Mr. Scrrpner. No, sir, we did not. 

Senator Dirksen. It was never discussed there ? 

Mr. Scrrpner. We did not request this item. As you can under- 
stand, there are large lists of items that come in, and since we did 
not request this one, “they had no reason to direct their attention to it. 

Senator Brivaes. How much is involved ? 

Mr. Scripner. $2 million. 

Senator Brivces. My impression is that there are a great many 
things that are desirable in the world today, but it is a question of how 
many of them are absolutely necessary. With every agency and bu- 
reau wanting new stuff, I think that you are to im commended for 
not ine luding it. 

Mr. Scrrpner. We have tried to keep in mind the fact that, as I 
said earlier, almost everyone of our bureaus has things which it 
could use to advantage. We cannot provide them all in any 1 year 
or any 2 or 3 years, and you have to make some choices. 

Senator eee, Let me ask your own budget officer, was this 
matter discussed in your own budget considerations? 

Mr. Jounson. Yes, sir. 

Senator Dirksen. Were there any requests ? 

Mr. Jounson. There were. 

Senator Dirksen. Why not put a little amplified statement in the 
record at this point indicating that it was discussed, what representa- 
tions, if any, were made, and the basis for the conclusion not to re- 
quest the Budget Bureau to include it in the 1959 budget? 

Mr. Jounson. I can tell you now, Senator. 

The Coast Guard requested consideration of this item along with 
other items on the priority list. As the Secretary has just testified, 
obviously we could not get all of these items in the budget. The mat- 
ter was thoroughly considered and discussed within the Department, 
but, with the nee essity of holding our estimate as low as we could, 
consistent with the administration’s policy, we were forced to elimi- 
nate this item along with several other items of high priority. 


Senator Dirksen. So it was adequately explored within your own 
budget considerations ? 


Mr. JoHnson. It was. 
Senator Roperrson. As the members of the committee know, of 
course, the Coast Guard at one time was used very extensively to en- 
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force our customs and tariff laws, and for that reason I assume was 
put under the Treasury. 


ATTITUDE OF DEPARTMENT TOWARD COAST GUARD 


There has been some feeling in recent years, when there had been a 
scramble for money, that perhaps the Treasury hasn’t been too sym- 
athetic with the Coast Guard and treating it sort of like a stepchild. 
s that the feeling in the Treasury about the Coast Guard. Are you 
proud of the Co: 1st Guard? Do you want to keep them down? You 
appropriate money for them and impound it. What is the attitude? 

Mr. Scripner. We are extremely proud of the Coast Guard. I hope 
that they reciprocate our feeling that they are one of the most impor- 
tant branches that we have. 

Senator Rosertson. They have not complained to me, understand. 

Mr. Scripner. I understand, Senator. 

We feel that the Coast Guard in the minds of the American people 
stands with the FBI and some of the other more prominent agencies 
as one that is looked up to, and we take pride that it is a Treasury 
operation. We think that, perhaps working as we have with the 
officials of the Coast Guard, we can take some credit for those results. 

I think that the Coast Guard officers will testify, and I think the 
public believes, that they give a dollar return for every dollar that is 
spent in the Coast Guard. 

We have no desire to hold the Coast Guard down unduly. We think 
if the record of what they have done over the years is examined, it will 
be shown and indicated that they do have sympathetic treatment from 
the Treasury. They are in an area where, as our population increases 
and as the use of boats by our people increases, as it is by leaps and 
bounds, as more and more ships and planes come to these shores, they 
have an ever-increasing load. It is a matter of judgment each year as 
to what you can properly give to them to carry out their mission, how 
much you can take out of our overall Treasury budget for them, as 
opposed to other bureaus which we have. 

I can assure you that we take the same pride in the Coast Guard 
as the American people do generally. 


COAST GUARD RESERVE TRAINING PROGRAM 


Senator Rorertson. We have just had some agitation over the 
National Guard. That comes under the Armv. The National Guard 
feels that the Army-turns up its nose at the National Guard, and, as 
the Pentagon proposed, they are going to cut the National Guard 
40,000 and cut the funds for training, and we feel that we cannot have 
an efficient National Guard and we believe in the National Guard. 

How can vou continue the efficiency of the Coast Guard unless you 
train their Reserve units from which thev will draw as retirements and 
what not occur? Did you not impound some of the money that was 
appropriated last year for the service ? 

Mr. Scrrener. Yes, sir. As you know, the budget for fiseal 1957 
had $7 million in it for the Reserve program. We had asked for $16 
million in the 1958 budget. It was cut by $1 million. $15 million 
was appropriated, which was an increase of some 110 percent. We 
had a schedule of what we wanted to do with the Reserve operations, 
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which we went to work on. As we went through the year it became 
aeaeteets as it has become apparent, that there would be great diffi- 
culty in balancing the budget for 1958, that there were other demands 
which had occurred in the defense area that were not contemplated 
when the budgets were originally submitted, and that there must be a 


thorough reexamination throughout the Government and throughout 
the Treasury. 


RESERVE PROGRAM 


One of the areas which we examined was the Reserve program. In 
the Reserve program for fiscal 1858, the year which we are in now, 
we made some decisions and put some money inio Reserve. We de- 
cided that certain plant improvements which we had hoped to be 
able to make, which would allow for better training, would have to 
be postponed. 

We did not reduce, and will not reduce, the number of men taken 
into the Coast Guard Reserve during fiscal year 1958, but we have 
changed the flow of those men in, so that more of them are coming in 
in the later months of the year and they will not be in the Reserve for 
as long a time as we originally contemplated. 

Senator Rosertrson. You herd a remarkable grasp of the Treasury 
Department for the limited time you have been there, but let me re- 
fresh your memory by a little legislative history. 

The former Secretary of the Treasury sent me a letter last year 
saying that he was not going to ask for any restoration, but he would 
ask for a 5- percent transfer authority between Treasury appropria- 
tions. So we got word from some of the friends of the Coast Guard 
Reserve that the first thing he planned to transfer would be money 
of the Coast Guard Reserve. Therefore, the committee put a restric- 
tion in the 5-percent transfer authority language so that he could not 
take 5 percent from the Coast Guard Reserve or any other Coast 
Guard item. He could not transfer the funds, so he just froze them. 
Is that not what you are telling us? 

Mr. Scripner. No, sir; I don’t think that is quite a fair statement. 

Senator Rozertson. It may not be in language of protocol, but is it 
not in effect about the same ? 

Mr. Scrisner. The ultimate result got there, sir, but the time of the 
year in which the action was taken and the occurrences in the world 
which had taken place between the original presentation and this de- 
termination, I think, quite probably were taken into consideration. 

Senator Rosertson. He testified, before these new developments in 
the world, that added darker clouds to the horizon, that this is where 
he was going to make the transfer, and that is the reason we put a 
prohibition 1 in the transfer language. 

Mr. Scrisner. He testified that the Reserve program was one of the 
areas where he was making an examination, 


HOUSE ACTION ON PROGRAM BUDGET 


Senator Rogertson. He did not think that was just too important. 
Now the House has upped your budget on that. Will you comment 
on that increase ? 

Mr. Scripner. Again, we scheduled and requested $11.5 million in 
the budget which we submitted to the House for fiscal 1959. That is 
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the same amount of money which we had indicated we would spend 
in fiscal 1958 after the Reserve was established. We have programed 
the operations for 1959 on that basis. It would call, of course, for 
some reduction in the amount of Reserve training that we could do. 

Here again we felt, in looking over the overall programs and hav- 
ing in mind the financial demands of the Gover nment, that this would 
allow us to do a reasonable job in fiscal 1959. 

Senator Roserrson, What is your recommendation to us? We 
have a bill that ups your original estimate although your original 
estimate was based upon assumptions that you would have to cut 
Reserve training. Now the House said, “We don’t want it cut.” 
And this comes over tous. What do you tell us? 

Mr. Scrisner. The committee in the House added $1.5 million, up- 
ping it from $11.5 million to $13 million. The House itself, in the 
action on the floor, added another $2 million. If this committee and 
the Senate joins with the House after considering our presentation 
as we made it in full in the House, where we went into these things 
in detail, and takes into consideration, as you, of course, will, the 
overall picture of what you want done in the Reserve, then certainly 
we will take that as a direction, and here again we will work with 
the Budget Bureau, having in mind the directive that the Congress 
has given as to what their pr reference would be in this area, 


POLICY REGARDING IMPOUNDING OF FUNDS 


Senator Ropertson. You still have the power to impound it. 

Mr. Scripner. Yes, sir. 

Senator Rosertson. Could you give us an expression as to the 
policy about impounding it if we increase it as the House committee 
did, or go all the way? First the $1.5 million plus $2 million more. 
Is that not what you say you would have? 

Mr. Scrrpner. Yes, sir. 

Senator Roserrson, That is $3.5 million above what you thought 
was enough. 

Mr. Scripner. It is $3.5 million more than we felt we would be 
entitled to request in the 1959 budget; yes, sir. 

There certainly is no present determination as to what action would 
be taken. We will await the decision of this committee and of the 
Senate. But, as I have said, having in mind the history of last year 
and having in mind the comments which the chairman has made to- 
day, and certainly having in mind the directive of Congress, in working 
with the Budget ‘Bureau, we will attempt to follow what we believe are 
the desires that you want, looking, of course, as we will have to, at the 
developments as they occur in fiscal 1959. 

Senator Ropertson. I remember that General LeMay testified there 
was a period last summer when the Secretary of the Treasury said: 

We are just about running out of dollars, and please keep your bombers 
on the ground a little while, and don’t buy any more gasoline until we can get 
caught up. 

Then the ODM bought a lot of aluminum, about $98 million worth, 
and the Secretary of the Treasury said : 


Please don’t send us a bill for that aluminum. We have just about run out of 
dollars. 
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At 10:30 this morning there was a bill on the floor of the House 
to authorize FNMA to draw up $1,500,000,000 of FNMA bonds if the 
market does not take them. Now the Secretary of the Treasury said he 
doubted if the $5 billion increase in the debt limit was going to take 
him through. Since he testified on that, the Defense Department has 
asked for $2.5 billion, $1.2 billion in the first supplemental. 

Just the other day Secretary McElroy said: “We have to have a 
billion and a half more.” Somebody in Defense said, “We may be up 
$4 billion more than we contemplated.” 

Sylvia Porter said in her article—I do not know whether she knows 
it all, but she has some reputation—that your revenue may be down 
$4 billion below what you estimated last fall. I hope she is wrong 
on that, but, anyway, it is going to be sort of a tight situation, and, so, 
your boss has to look at these dollars. 





VALUE OF TRAINING PROGRAM 


Would it not be fair for us just at this point to ask the admiral 
who is in charge of the Reserve training what your training program 
would do in his opinion to the efficiency of the Reserve units? Would 
you mind letting the admiral speak freely and in his native tongue on 
that? 

Mr. Scripner. No, sir: I would not. 

I would just like to comment, if I may, on your statement about 
the Secretary of the Treasury. 

Senator Rorerrson. You are not going to put any halter on the 
admiral if we ask him his frank opinion, are you ? 

Mr. Scriener. No, sir. He has no halter at any time. He is in 
charge of this unit. As a matter of fact, we were very happy to 
recommend him for reappointment, and I don’t think there are any 
halters that we could put on him if we wanted to, and we have no 
desire to do it. 

I was in the Treasury at the time referred to in your story concern- 
ing the bombers. I don’t believe that the Secretary of the Treasury 
told the Air Force that they would have to keep planes on the ground 
because there weren’t funds available to pay for the gasoline. 

Senator Rozertson. I do not think it came direct from him. He 
testified that they were on the ground, that they did not have the 
gasoline and the money was cut off. I do not knew who cut the money 
off. All General LeMay knew was that he did not have the gasoline. 

Mr. Scrrpner. I understand that, but I think that was a decision 
within the Defense Department. 

Senator Ropertson. You can draw your own conclusions. 


PROGRAM READJUSTMENT 


Admiral Ricumonp. With respect to the Reserve program, sir, 
which was reevaluated, readjusted, after the passage of the 1955 
Reserve Act, the appropriations for 1958 were requested on the basis 
of a plan which we had indicated as necessary to meet the demands 
of that 1955 act. 

When it became necessary to put certain funds in reserve, it was 
obviously for 1958 necessary to readjust that program downward. 
It did not abolish the program. It simply meant that much of the 
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reduction was taken out of the items in the plan, as Mr. Scribner has 
indicated, for capital development. 

Senator Ropertson. We want your views on two particular propo- 
sitions. 

One is that the House subcommittee had heard the testimony and 
thought that the Reserve funds were not adequate, and gave you 
in their recommendations $114 million more. 

When that got on the floor, it was raised another $2 million. 

Will you now testify on both of those points? 

Admiral Ricumonp. The money allocated or in the budget for 1959 
would have partially carried out the program as originally contem- 
plated. The $13 million would permit us to restore part of the re- 
quirements for the original plan and the $15 million would permit us 
to restore the program to the basic plans. 

Senator Rosertson. Then it would take $314 million to restore the 
program to the basic plan ? 

Admiral Ricumonp. That is correct. 

Senator Rogpertson. Is the basic plan sound ? 

Admiral Ricumonp. Yes, sir. 

Senator Rosertson. Is it desirable? 

Admiral Ricumonp. Yes, sir. 

Senator Rosertson. Do you favor the basic plan ? 

Admiral Ricumonp. Sir, since I was a party to making it, obviously 
I do sir. 

Senator Roserrson. Then you favor financing it? 

Admiral Ricumonp. Subject only to the considerations that the 
Under Secretary mentioned. 

Senator Roserrson. We understand that we have certain restric- 
tions on your freedom and you will do the best with what is given 
you, but if there was not any expense to the Government, you would 
say we have a good basic plan for training, and if there is plenty of 
money that you are in favor of financing the training ? 

Admiral Ricumonp. That is correct. 


Senator Dirksen. What is the urgency if sometimes you have to cut 
the cloth to suit your purpose ? 


URGENCY TWOFOLD 


Admiral Ricumonp. The urgency is twofold. 

Our Reserve is against an emergency. By that, I mean a wartime 
situation. Furthermore, the Reserve Act contemplated that Reserve 
forces of all the Armed Forces, not only the Coast Guard, should be 
in being to meet mobilization requirements by 1960. 

Even against that deadline, we set up this plan trying to compro- 
mise in effect between economy and what we could do, and our target 
date is 1963 at the present time. 

In other words, we would have been 3 years behind the ultimate in 
any case, but this would throw us back a little further. 

Senator Dirksen. I have no doubt about the desirability of the plan. 
The question is whether or not portions of it can be cut back, whether 
it is dispensable under the impact of budget conditions with which we 
have to constantly contend. 

Admiral Ricumonp. With respect to that, sir, the Coast Guard has 
certain wartime missions which have been allocated to it. Against 
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that wartime mission, we must have reserve manpower strength, and 
the Coast Guard, oddly enough, unlike the other armed services, has 
almost an immediate need because the primary area of one of ovr jobs 
is in that of port security, and, unless we have a Reserve in being, 
we will not be able to discharge that port security function adequately 
for the first period, which is ‘the most critical, after the emer gency 1s 
created. 

Senator Dirksen. The armed services last year, informally at lee 
indicated that they were going to ask for $10 billion more than Sen 
finally got. They had lots of desires for special things which were 
urgent ‘and highly important but $10 billion is $10 billion, and if you 
loaded it on last year’s budget, you would get up into astronomical 
domain that w ould just rock the country from one end to the other, 
so the question is where do you cut and how do you cut, and how do 
you keep everybody happy and keep the programs moving? 

This matter had a pretty thorough consideration in the House 
committee ; did it not ? 

Admiral Ricumonp. Yes, sir. It has for a number of years, sir, 
not only this year. 

Senator Dirksen. I would assume, of course, knowing Congress- 
man Gary and having served with him on that same committee on the 


House side, that in this particular field he certainly does develop the 
facts and ventilate them. 


HOUSE ACTION 


They recommended the million and a half. I did not examine the 
record of the discussion on the House floor, and I am wondering what 
additional considerations were adduced to persuade them to add an- 
other $2 million to what the committee recommendation was. 

I presume you read the record ; did you not ? 

Admiral Ricumonp. Yes, sir. I do not know whether T should 
answer it. 

Senator Dirksen. You are free to answer it. 


Admiral Ricumonp. In this respect, I think there was definitely a 
difference of opinion in the committee as to whether the committee 
action was adequate. 


Senator Dirksen. You mean a divided subcommittee ? 

Admiral Rrcumonp. Yes, sir. 

Senator Dirxsen. If you know, and of course you may not, was the 
full Appropriations Committee divided on this item ? 

Admiral Ricumonp. I do not know, sir. 

Senator Dirksen. However, in any event, the full committee did 
endorse the action taken by the subcommittee, and in that form 
brought it to the floor with the 114-million increase. 

Who, by the way, carried the flag for the extra $2 million over there ? 

Admiral Ricumonp. Congressman Kilday introduced the amend- 
ment, sir. 

Senator Dirksen. Congressman Kilday of Texas? 

Admiral Rrcumonp. Yes, sir. 


SHRIMP BOAT SEIZURES 


Senator Dirksen. Of course, I can « sear the interest of Texas, 
which reminds me that last year we had two Members of the Senate 
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appear on an item for an additional vessel in the gulf to prevent the 
Mexicans from seizing our shrimp boats. What is that picture at 
the moment ? 

Mr. Scrisner. You will recall that at the end of 1956 we stepped 
up the availability of ships down there, and we have continued to 
do the same job that was done from that time on. Our major mis- 
sion, of course, is a search and rescue mission, and that is where we 
put the major emphasis. We are doing, we think, what we can to 
be helpful in that situation. 

Senator Dmxsen. Is that unpleasantness continuing in the gulf in 
this seizing of shrimp boats? 

Mr. Scrisner. I do not think it is continuing to the extent that it 
was, although those from Texas may have more up-to-date informa- 
tion. 

My assumption is that the Mexican authorities and our State De- 
partment have been working on the problem from that end also, and 
it may have secured some results. 

Senator Dirksen. What is your airplane situation at the present 
time? 

AIR EQUIPMENT 


Did you insert in the House hearings a table showing all the air 
equipment you have, its acquisition date, how long it ‘has been in 
service, and what the deterioration has been ? 

Senator Rozrertson. They have a report that came to us last year. 
We had agreed on our budget before they had released that report. 

I understand that the report was later revised and that the budget 
at this time allowed what the Coast Guard thought was a sufficient 
program to modernize their airplanes, and that that was carried in 
the budget, and the House took it and there was no question raised. 

Mr. Scrtpner. Yes, sir. A full report plan was submitted. The 
revised plan was submitted to the House. 

As you well know, there are many developments going on in the 
airplane field. There are new types of ships being constructed and 
I think we have a program which will help build up that air arm. 


ACADEMY DORMITORY 


Senator Dirksen. Going back to that New London situation for a 
moment, those funds here included are for a dor mitory, are they not? 

Mr. Scrrpner. Yes, sir; they are for a barracks. 

Senator Dirksen. Is the present dormitory unserviceable or is it 
a fire hazard ? 

Admiral Ricumonp. Sir, the Academy, which was completed in 
1932, was designed for a capacity of 200 cadets, with an overflow of 
100; in other words, a maximum capacity of 300. 

All the buildings of that setup are brick. During the war we ex- 
panded on the same site with a number of temporary buildings for 
Reserve officer training. The present enrollment at the Academy 
ranges from five to six hundred a year, so the overflow is being ac- 
commodated in these temporary wartime barracks, and the proposal 
is to extend the present permanent buildings to include sufficient space 
for the present size of the Academy, which has been approximately 
the same since the war, sir. 
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Senator Dirksen. What is the type of construction of these tempo- 
raries ? 

Admiral Ricumonp. It is frame, the typical 150-man wooden bar- 
racks that were built during the war. 

Senator Dirksen. 7 they insulated ? 

Admiral Ricumonp. I do not believe so, sir. The fire hazard is 
the real difficulty, plus the fact that they are plywood. They are 
beginning to go. The heating, which was wartime, is bad in them. 


“DEXTER” PLACED IN MOTHBALLS 


Senator Dirksen. By the way, Admiral, you immobilized and put 
in mothballs the Dexter, did you not? 

Admiral Ricronp. Yes, sir. 

Senator Dirksen. But only after you spent nearly a million dollars 
on that ? 

Admiral Ricumonp. She was practically ready to go into com- 
mission, sir. 

Senator Dirksen. Why was she put in mothballs? 

Admiral Ricimonp. Because under the reduced appropriation we 
lid not have operating funds for it. 

As I indicated, of course, to the House committee, from the overall 
Government standpoint, that is not a waste of Government money be- 
cause the principal cost of the demothballing originally was the re- 
engining of the vessel, and of course today the United States Govern- 
ment has a vessel that would be ready to go. 

Senator Dirksen. It is serviceable and ready to be taken out and 
used if operational funds are available? 

Admiral Rtcumonp. That is correct, sir. 


FUNDS PREVIOUSLY IMPOUNDED 


Senator Roserrson. Mr. Secretary, just in case I should be asked 
on the floor in presenting this bill how much of the Coast Guard 
funds you impounded last year, would you put a table in with your 
testimony showing what items were impounded and to what extent? 

Mr. Scrrpner. Yes, sir; I would be very glad to. 

(Information referred to follows :) 


TREASURY DEPARTMENT, UNITED STATES COAST GUARD 


Statement of appropriation reserves, as of Dec. 31, 1957 


Qneratitie enpeites. . x. 2.6 nde da eke eceneedes nase $758, 576 
Acquisition, construction, and improvements____.----------------- 18, 492 
FERGIE BIG i ents adn cine snipe bet tiugirneststinns 1etesme al 43, 438 


HOGGEVG AIDE. on cincnpchsntindscntinhenigtiist tamale 3, 500, 000 


TOCA oi ois idem andeb cease enlace hones 4, 315, 506 
(See letter from Senator Potter regarding Coast Guard facilities, 
beginning on p. 187.) 


INTERNAL REVENUE SERVICE 
EXPENSE ACCOUNT CONTROVERSY 


Senator Dirxson. Mr. Secretary, getting into a wholly different 
line, you know one of the big controversies which has been raging in 
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the public print is this question of the Internal Revenue Service 
regulations relating to expense accounts. 

‘What is the late word ? 

I think you saw a squib yesterday to the effect that new regulations 
were under consideration. 

Mr. Scrrpner. Yes, sir. The proposed return for 1957, as you 
know, had a line 6-A on it which called for a statement concerning 
money received for expense accounts and the amount which might 
be left unspent. While this was only bringing to the fore some pro- 
visions that were in the code, nevertheless, it emphasized to people 
who had not thought much about it the checking up on expense 
accounts. 

There was a good deal of protest on the basis that this made lots of 
additional work for people who were properly and fully accounting 
to their employers for what they were spending. It seemed we were 
bothering millions of taxpayers to catch a very few. 

There seemed to be merit in that position, and it was carefully 
studied. We first decided that line 6—A did not have to be answered 
for 1957, because of the late time of the year when it was announced. 

We also said that the Revenue Service would work on this prob- 
lem and try and come up with a solution. 

As of yesterday, the Revenue Service released, and there is pub- 
lished today in the Federal Register, a proposed regulation, which 
means that for at least 30 days anyone can comment and make sug- 
gestions on this regulation, as for changes or improvements in it. If 
the regulation as filed is finally adopted, i in about the form that it 
goes in, it does three things 

In the first place, it indicates that the Service is not interested in 
minor expenses, such as tips, bus fares, and things in that area. 

Secondly, if an employee is required to account to his employer 
for all of the expense money which he receives and does not receive 
money except to carry out work for his employer, he indicates in a 
box that that is the fact, and he does not have to report either the 
amount that he receives or file any account. 

Senator Dirksen. Let me understand that. He gets $150 for ex- 
penses and in the books he will advise that the $150 has been 
expended ? 

Mr. Scripner. He does not even put in the amount. He gets $150 
from his employer. When he comes back from his trip, he gives a 
detailed record to his employer and returns $25. All that he puts 
on the return is that “I received no expense money for which I did not 
account.” 

If he receives a lump sum for which he does not have to account, 
which is the area in which we have had the problem—a man gets 
$150 goon a trip and he makes no report—then he will be re- 
quired with his return to indicate the amount received, what he spent 
it for in broad categories, and how much he had left, and the bal- 
ance he had left which he did not spend is taxable income on which 
he will be required to pay a tax. 

Senator Dirksen. So he does not have to attach the meter slip 
from a taxicab ? 

Mr. Scrrsner. No, sir, he does not have to attach any receipts under 
any category. We have clearly set forth that we only want, even when 
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he has to report, the overall total by categories and that if he does 
not have records, we will take secondary evidence such as how many 
days he was out of town, where he went, and what the average hotel 
expense would be there. 

I think, sir, that the Service has done an excellent job on this new 
regulation and that it will allow them to enforce the law where it 
should be enforced without unduly burdening the rank and file of 
taxpayers. 

Senator Dirksen. Mr. Secretary, I would like to move into a little 
deep water, which is probably close to the heart of the chairman, and I 
am not sure how much you can tell us or how much you are free to 
tell us. However, I think we ought to bring it out into the open at 
the moment. 

It is entirely possible that tomorrow or the next day on the Senate 
floor we are going to consider that bill from the Senate Finance Com- 
mittee to provide certain relief for insurance companies with partic- 
ular emphasis, I think, on small insurance companies. 


PROPOSED INCOME TAX AMENDMENT 


Every Member of the Senate has been flooded with telegrams, and I 
have, too. To that bill, it is proposed to offer an amendment which 
in substance would reduce in the lower brackets the income tax rate 
on individual income taxpayers, would moderate so far as the heads 
of households are concerned, reduce certain excise taxes, and repeal 
others. 

There has been no hearing on that bill before the Ways and Means 
Committee of the House. There has been no testimony before the 
Senate Finance Committee insofar as I know from Senator Byrd. 
I have seen no views expressed by the Treasury Department formally, 
but this thing comes up on the page, and are you free to make some 
comment at this time on this measure ? 

‘Mr. Scrisner. I would not be prepared to make any comment on 
this particular measure because you have given me now much more 
of the detail than I have seen before. As I know this committee fully 
understands, the administration is constantly considering whatever 
the Gover nment may do so as best to conduct its proper functions i in 
ways that will be helpful in stimulating job opportunities in the 
economy. 

We are all very much concerned that every man that wants a job can 
get. one quickly, and get a good job. The agencies of the Government 
responsible for fise al administration are rev lewing continuously the 
practicable alternatives for tax changes which might be helpful in a 
given situation as it develops. 

In the Treasury we have a capability, because of our people who are 
experts in this field and oh are constantly working with Mr. Stans’ 
staff and others, for developing a program of such proposals, if such 
seem warranted, for presentation to Congress. 

If circumstances seem to require such a program, we believe that it 
ought to be worked out in consultation and study with the congres- 
sional leaders having general and specific responsibility in the area 
of legislation. 

Senator Dirksen. You are familiar with the bill to which I am 
referring ? 
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Mr. Scrrener. I am familiar with the life-insurance bill on 
which they have had rather extensive hearings, and I have heard, 
of course, that there have been various suggestions by a number of 
people that there might be attempts to amend this bill to add other 
provisions, but what may be pore ove I haven’t seen. 

I don’t think it has been submitted to us. 

Senator Dirksen. I am referring very specifically to the so-called 
Douglas-Humphrey-Carroll-Neuberger bill. I think there are 4 or 5 
sponsors on it. 

EVALUATION OF BILL 


Do you have a section down there on research and analysis in the 
tax field? You have aservice. 

Mr. Scripner. Yes, we do. 

Senator Dirksen. I do not know whether the same gentleman are 
there who were there in the early days when they all came up before 
the committee. I must say that they looked to me like brilliant 
students in the tax field. 

Do you feel that that particular agency or group is well staffed 
with competent, able people ? 

Mr. Scrrpner. Yes, wedo. Weare proud of that group. 

Senator Dmxsen. Insofar as you know, have they taken a look at 
this so-called Douglas bill and made any evaluation of it 4 

Mr. Scrisyer. Insofar as I know personally, sir, they have not. 

Senator Dirksen. If you were a part of that group or a part of a tax 
writing agency or instrumentality, would you ‘not want to take a bill 
of that kind and measure its impact on the budget; its impact. on the 
public debt, and whether or not the recent increase in the public debt 
under those circumstances would be adequate to carry us along in view 
of contemplated additional expenditures in the defense field and else- 
where; its impact on inflation and the possibility of aggravating infla- 
tionary fevers all over again; and many other considerations that 
must necessarily be br ought i in mind when it comes to launching tax 
bills? 

Mr. Scrisner. In answer to your question, Senator, there certainly 
are many considerations. We think it very important that if some 
tax action is to be taken at this time for the purpose of stimulating 
the economy, that it be the right type of action. 

Senator Dirksen. Insofar as you know there has been no Treasury 
evaluation of the revenues that might be lost as a result of the enact- 
ment of a measure of this kind? 

Mr. Scrrpner. I do not understand that any such evaluation has 
been made. ; 

Senator Dirksen. What is the last date on which a reassessment 
of possible revenues for the current fiscal year was made? As I recall, 
the last one came about August 1 of 1957. 

Mr. Scripner. No, I think in the President’s budget message, when 
he sent up the budget for fiscal 1959, he estimated the revenue for 
fiscal 1958. That report was based on mid-December figures. 


ESTIMATE OF TOTAL COLLECTION 


Senator Dirksen. Have there been any new estimates as to what the 
revenue take would be in fiscal 1958 ? 
Mr. Scrrpner. No, sir. 
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Senator Dirksen. And measured against expenditures and whether 
or not the modest deficit of some $400 million which was estimated will 
go out of the window and will become inc reasingly larger before the 
final accounting is had on the 30th of June 1958 

What I am trying to get is whether there are any very current 
figures indicating what our revenues are likely to be in toto on the 
30th of June 1958, what our expenditures are likely to be in view of 
the deficiency and supplementals that we have been considering up 
here, which, of course, will be available for expenditures in fiscal 1958, 
and just where we will stand deficitwise or surpluswise for fiscal 1958, 
and then what the impact of this kind of a tax bill is going to be. 

Senator Roserrson. Not only in 1958, but also in 1959. 

Senator Dirksen. In 1959 or later, depending on how long it 
will run. 

ESTIMATED DEFICIT 


Senator Ropertson. What do you think the deficit is going to be on 
June 30? 

Senator Dirksen. I just lay this in your lap. We are completely 
unarmed presently, if this bill should come up this afternoon. It may 
come up tomorrow. I don’t know. But we are completely unweap- 
oned with facts and figures and statistics on what the effect of this 
thing is going to be and that is a very unhappy situation for a legis- 
lator to be in who, first, has to pass on it, and secondly, who is already 
being inundated with telegrams from the business enterprises large 
and small and from individuals all over the country insisting that 
this be done. 

Mr. Scripner. Senator, as you know, the figures that went in in 
January indicated a small deficit—— 

Senator Dirksen. $400 million. 

Mr. Scripner. For the fiscal year we are in now. Since that time, 
the Congress speedily responded to the requests of the Defense De- 
partment and put through a supplemental in excess of a billion dol- 
lars. Many of those who have studied this present recession have 
urged a stepup in any spending which could be made at the present 
time, the releasing of reserves, and moving spending plans ahead. 
There is no question that the spending side will be higher than the 
estimate determined when these figures were looked at last December. 

I do not think we can give you figures which would have any official 
standing beyond those that are in the President's budget until later 
this month, by sometime after the 15th of March. More significant 
indications would be available sometime after the 15th of April and 
when individuals have to file their returns for 1957. 

A good part of our income comes from taxes withheld from wages 
and salaries. When an individual is unemployed, there is no money 
from which to withhold. As the unemployment rolls have built u 
some, you can estimate that you are not going to collect as rath 
money from those sources as you had contemplated when the budget 
was made up originally several months ago. So that there will “be 
some fall off in our take. 

There will be some increase in our spending. Just how do you 
measure it? I don’t think you can do so more accurately at the 
present time. 
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Senator Dirksen. Just as a commonsense approach to the matter, 
it would appear on the basis of what you see, namely, a diminution 
in the withholding taxes that employers would have to report, with- 
hold, that there is every likelihood that the estimated deficit for 1958 
will be a good deal larger than the estimate which appeared in the 
President’s budget figure? Would that be just a very natural infer- 
ence from present business conditions ? 

Mr. Scripner. I think it is a very natural inference that it will be 
larger. 

Senator Dirksen. Then when you add to it the additional expendi- 
tures which we are voting up here for fiscal 1958, as, for instance, the 
pending supplemental bill which we finished last night, where we 
carry hundreds of millions of dollars to pay back to the Veterans’ 
Administration the money that we took out for which they are obli- 
gated to pay pensions, which I protested loudly at the time we handled 
that bill last year 

Senator Roperrson. And said we would have to put it back. 

Senator Dirksen. We would have to put it back and now we put it 
back. Already we can foresee that there is going to be a very sub- 
stantial deficit in 1958, in my judgment infinitely larger than was esti- 
mated by the President in his budget message. That is a fair infer- 
ence, would you not say ? 

Mr. Scripner. It is a fair inference that there is going to be increas- 
ingly more and more appropriations; yes, sir, 

Senator Dirksen. In proportion as the revenue take goes down, 
which in detailed dollars you cannot presently foresee until better 
figures are available 

Mr. Scripner. That is right. 

Senator Dirksen. That might be substantial, too. That could be 
substantial ? 

Mr. Scriener. It certainly will be off. 








ESTIMATE OF FISCAL SITUATION 


Senator Dirksen. Are there any figures that the Treasury can sup- 
ply, even estimates that have to be qualified, to give us some better 
inkling than what we have now as to what this fiscal picture is going 
to be ? 

Mr. Scrisner. Senator, it is difficult to give any after you get by 
the end of the year, because you do not have significant dates until 
later this month and after the 15th of April. 

The one thing that you do have that you can look at is the amount 
that is coming in from withholding, but even that runs 30 to 45 days 
behind, so that I think that all you can say is that the indications are 
definite that our take is going to be less. 

Senator Dmxsen. There is probably no point in pursuing this mat- 
ter any further, but I must, for the record, simply express my unhap- 
piness over a situation of this kind where everything indicates that 
even in the current year there will be substantially larger expendi- 
tures and every other factor would reasonably indicate that the reve- 
nues are going to diminish, and then you come squarely up against 
this question: Was the $5 billion that the Congress voted to increase 
the debt limit sufficient and will we have that rather unpleasant task 
before us even before the present session is behind us ¢ 











TREASURY AND POST OFFICE APPROPRIATIONS, 1959 63 


Mr. Scripner. We can answer that question, Senator, better after 
Congress concludes its work on these various appropriation bills be- 
cause that is what is going to tell the story. 


CURRENT BUDGET SITUATION 


Senator Roserrson. Let’s take a look at the current budget. Re- 
ceipts are estimated at 72.4; expenditures at 72.8; the deficit at point 
t. Already we have been asked to appropriate $1.2 billion more 
for defense. Weare going to be asked for $1.5 billion more. 

Right in this current fiscal year we are going to up the defense 
spending a little over $2 billion. Those on the Armed Services Com- 
mittee tell me that moving into the next fiscal year we are going to 
up it a total of about $4 billion. It will be well above $40 billion, 
against $38 billion before. 

They tried to get it down to $36 billion, but actually they are run- 
ning at the rate of $38 billion and we were trying to cut it back 
and now we are going up above $40 billion. 

= ‘re are over 5 million unemployed. They say that is the highest 

1 18 years. You don’t get any payroll taxes right now out of them, 
so your revenue is bound to be off. 

As you say, you can’t tell just what this change is, but what we 
have to worry about now if we have a medium tax cut is what the 
situation is going to be in June 1959. 

Mr. Scripner. Yes, sir. 


ECONOMIC SITUATION 


Senator Rosertson., This week, as I said, Sylvia Porter estimates 
that your receipts in fiscal ca 9 are going to be down $4 billion. I 
cannot believe it would be that much, but the steel men, so it is re- 
ported to me from the NAM meeting here last week, said they do 
not see any real recovery for steel during the current year, carload- 
ings are off over 20 percent, and the railroads are screaming bloody 
murder, 

They want the 3 percent tax and 10 percent tax repealed, and they 
want the Government to underwrite and lease them equipment. Any- 
way, they are not doing too well. 

Automobiles are way off. Your revenue is bound to be down even 
if we get a real good recovery, say, commencing by the middle of 
the summer. 

How much would you make a rough estimate that it could go down, 
assuming that we do not get any real recovery, say, before the Ist of 
September? We have to be a little optimistic at that. 

Mr. Scripner. Senator, on the other side, the defense spending 
program at the present time, without any new appropriations, contem- 
plates contracting $4 billion more for procurement in the last half 
of this fiscal year than they did in the first half. Total retail sales in 
January increased 1 percent over December. 

Senator Roperrson. That was mostly food ? 

Mr. Scripner. That was in spite of a bad reduction in automo- 
bile sales. February is off, but part of that certainly is due to the 
very bad storm conditions that we had. We have not any figures 
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after January for personal income, but personal income has not gone 
off as much as you might believe, having in mind this unemployment 
situation. 

In the steel industry, the steel scrap prices have improved since 
mid-January. Last week Wheeling Steel brought three blast fur- 
naces and their Bessemer department back into “production. 

I don’t think I can give you a better answer than has been given. 
The last benchmarks we could look to are those which the President 
put out in his budget message. Since that time there are these indi- 

cations which you have indicated that receipts taxwise will be going 
off and expenditures will be going up. 

However, it is just any body’ s guess at the moment how wide the 
gap is going to be. 

Bose Rosertson. Just one minor item. In the estimate made 
last fall, the President put in $700 million for increased postal reve- 
nue and about $250 million or $300 million for pay increases. 

He is not going to get $700 million for the rate increase, and he 
is going to get more pay increases, so that you do not have that $400 
million or $500 million credit against what the deficit might be. 

Then he recommended some internal economies. There is no cur- 
rent effort to indicate that the Congress is going to do any of that. 
We are expanding before we do anything. 

Mr. Scripner. These reasons are the very reasons that we in the 
Treasury have come in with a smaller budget this year than last in 
an attempt to do what we can to hold down some of these expenses. 

Senator Ropertson. Like the Senator from Illinois, I am disturbed 
about this uncertainty next year, because I do not believe we will have 
a tax bill which will cost us less than $5 million. 

The Douglas bill will cost us $3 million. You cannot have a tax 
bill without doing something for the railroads, without doing some- 
thing for little business, but when you get into little corporations, I 
don’t see how you can condemn big corporations because they give 
the big employment and there is where you get more jobs. 


POSSIBLE DEFICIT 


I think it is very possible that we could wind up, if we have all these 
recovery items contemplated in our tax bill on top of it, with an $8 
million or $10 million deficit at the end of the fiscal year. I do 
not hesitate to say that nobody is going to push me into a quick vote. 
Secondly, I want to know that all the phases of this tax program have 
been carefully considered, because I served for 10 years on the House 
Ways and Means Committee. I helped to write 12 bills. I know you 
cannot just sit down and turn out a tax bill overnight. 

That is the reason at the time we brought out those war-tax bills 
we never let one be added on the floor. We figured it was just too 
technical and the insurance bill is the only bill in recent years that 
came out on the floor with the open rule. 

Senator Dirksen. It is a very definite and incontrovertible fact 
that the Treasury has not had a chance to evaluate the impact of this 
so-called Douglas bill ? 

Mr. Scripner. I can only answer it as I did before, that to my 
knowledge it has not. I believe it would have come to my attention. 
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Senator Roserrson. Mr. Secretary, in conclusion, I assume you 
will have all the agencies file for the record the usual justifications 
for their budget t and the supporting tables and pertinent data from 


the budget ? 


Mr. Scrrpner. Yes, sir. 


Senator Roperrson. We will have those included in the record. 


(The information referred to follows :) 


OFFICE OF THE 


SECRETARY 


Program and financing 


Program by activities: 
E xecutive direction 


o ration and mainbent ance sof Tres asury buildings ‘ 
. Employee health program 


Pont 


Oy CI: nics ncrttenntnadienteee 
Financing: 
Comparative transfers from (—) other accounts 
Unobligated balance no longer available 


New obligational authority 


New obligational authority: 
II «<<< eine shea staan teiadimtia aaah 
Transferred from “Salaries and expe nses,”’ Bureau of 
Accounts (Reorganization Plan No. 26 of 1950) 


Appropriation (adjusted) 








Total number of permanent positions. _.....................-.- 
Full-time equivalent of all other positions 
Average number of all employees_-.-........-.-.-...-...--.--- 
Number of employees at end of year 


Averned GE wale GG MINE. osiook ncckecn sce dita icine 
Average salary of ungraded positions_..................--.-..- 
01 Personal services: 
OPIS NR iia iss boss es ekescceteecccScencse 
Positions other than permanent 
Other personal services 


Total personal services 
AIOE dina sine actin nia nit cidiiseccanteSioniaediaiedeaekendemaaniebiiataia 
03 Transport: ELLA SLES ER PIE T 28 
04 Communication services..........-..- ie Anti dhetcideidiaclatbaaiclio’ 
05 Rents and utility services 
06 Printing and reproduction 
Oe Ce tits ctiitcicenmeiwaiestiscousvens 

Services performed by other agencies..............--- 

08 Supplies and materials 
CD BI. ois ie in ian peice dacindh bitin dewcbleak 
11 Grants, subsidies, and contributions. -_...............-.-- 
13 Refunds, awards, and indemnities 
15 Taxes and assessments 


Total obligations 









































1957 actual | 1958 estimate | 1959 estimate 
| 
$1, 176,947 | $1, 278, 835 $1, 305, 245 
323, 716 332, 925 | 332, 925 
656, 690 699, 214 | 642, 804 
688, 281 | 725, 926 725, 926 
59, 700 | 61, 100 | 61, 100 
2, 905, 324 3,098,000 | 3, 068, 000 
| 
—12, 273 a ee 
6, 939 5, 000 E Sis, 
2, 900, 000 3, 099, 980 3, 068, 000 
$2,900,000 | $3,088,000 | $3, 068, 000 
Th WO sano 
2, 900, 000 3, 099, 980 3, 068, 000 
1957 actual | 1958 estimate | 1959 estimate 
449 434 424 
5 3 3 
431 420 409 
422 417 | 406 
81 $6,431/8.1 $6,471|81 $6,505 
$4, 086 $4, 181 | $4, 219 
$2, 504,168 | $2, 532, 103 $2, 493, 337 
20, 893 9, 080 9, 080 
37, 926 36, 174 | 36, 160 
2, 562, 987 2, 577, 357 2, 538, 577 
20, 334 20, 000 20, 000 
577 600 600 
51, 261 51, 225 52, 275 
57, 545 65, 100 65, 100 
11, 804 11, 800 16, 800 
18, 077 18, 310 | 18, 175 
122, 844 128, 890 | 128, 890 
48, 879 45, 800 45, 800 
8, 260 20, 910 19, 930 
s etsbhctenaaane 156, 118 159, 963 
1, 047 1, 000 1, 000 
1,719 890 890 
2, 905, 334 3, 098, 000 3, 068, 000 
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SALARIES AND EXPENSES 


Analysis of appropriation base for fiscal year 1959 





tegular appropriation, 1958 act_.........2.... 22-2 222-2 Leek $3, 088, 000 
Transfer from ‘‘Salaries and expenses, Bureau of Accounts’’______-__ 11, 980 
Total appropriation, 1958 (adjusted)___._.._.______.______- 3, 099, 980 
Reductions: 
Activity No. 1. Executive direction._............___- pickers tes. 2, 940 
Activity No. 2. Administration and coordination of legal services. 755 
Activity No. 3. General administrative services__-___ wee a eaten 63, 641 
Activity No. 4. Operation and maintenance of Treasury buildings 1, 304 
68, 640 
Additions: <—<——==== 
Activity No. 1: Executive direction__.....................__- 5, 960 
Activity No. 2. Administration and coordination of legal services_ 755 
Activity No. 3. General administrative services__......_____-_- 7, 231 
Activity No. 4. Operation and maintenance of Treasury buildings 1, 304 


15, 250 


faite i Bei ae Reel te meee —53, 390 


Adjustment in base (net) 





Piper erancainy See Oar re se ee ch ne oe 3, 046, 590 








Increase over appropriation base for 1959____._._._._.__...--.------ 21, 410 
Appropriations éstimiate for 1959... ==... 2.22... 22-8. 3, 068, 000 
Increase or decrease from total appropriation, 1958__._._.__- —31, 980 


Comparison of appropriation base with appropriation estimate for 1959 





Appropriation base for; Appropriation esti- | Increase (+) 01 
1959 mate for 1959 decrease (— 
Activity salt Re fa a eer i 
Average Amount Average Amount Average | Amount 
positions positions positions 
1. Executive direction -_- 150.8 | $1, 283, 835 | 151.8 | $1, 305, 245 +1.0| +$21,410 
2. Administration and coordination | 
of legal services 40.0 | 332, 925 10.0 332, 925 
3. General administrative services - 88.9 | 642, 804 88.9 642, 804 
4. Operation and maintenance of 
Treasury buildings 127.8 725, 926 127.8 725, 926 
5. Employee health program___- 61, 100 61, 100 . 
Total. 407.5 | 3,046, 590 | 408. 5 3, 068, 000 +1.0 +21, 410 
Adjustment in base (net) - - +13.9 +43, 390 —13.9 — 53, 390 
Total appropriation, 1958 (ad- 
justed), and appropriation 
estimate, 1959- anil 421.4 3, 099, 980 408. 5 3, 068, 000 —12.9 —31, 980 





GENERAL STATEMENT 


The Office of the Secretary is responsible for the overall direction and adminis- 
tration of the Treasury Department. This responsibility includes the following: 
(1) formulation of tax and fiscal policies; (2) management of the public debt; 
(3) collection of revenue; (4) printing of currency; (5) manufacture of coins; (6) 
lending functions under section 302 of the Defense Production Act of 1950 and 
under section 409 of the Federal Civil Defense Act of 1950; (7) liquidation of the 
Reconstruction Finance Corporation; (8) administration of the United States 
Coast Guard, Secret Service, and Bureau of Narcoties; (9) coordination of lew 





| 
| 


eee neo 


TREASURY AND POST OFFICE APPROPRIATIONS, 1959 67 


enforcement activities ; and (10) central management of the Department. In addi- 
tion, the Office of the Secretary provides legal services and facilities, central ad- 
ministrative services, buildings operation and maintenance program, and an em- 
ployee health program for organizations within the Department which do not 
have such services and facilities. 

An appropriation in the amount of $3,088,000 was provided for the Office of the 
Secretary for the fiscal year 1958. A reorganization change during the year 
transferred the government actuarial function and funds in the amount of $11,980 
from the Bureau of Accounts to the Office of the Secretary. Therefore, the ad- 
justed appropriation for the fiscal year 1958 is $3,099,980. The estimate for the 
fiscal year 1959 of $3,068,000 is $31,980 less than the total amount available for 
the current year. 

EXPLANATION OF LANGUAGE CHANGES 


No changes are requested. 


Analysis of appropriation base 











| 
Appropriation alloca- | Net change in base, 
tion for 1958 | Adjustments in base | increase (+) or de- 
crease (—) 
Activity 
Average | Amount Reduc- Additions | Average Amount 
positions tions positions pectione) 
| 
1. Executive direction. ..........- 150.2 | $1, 280, 815 $2, 940 $5, 960 +.6 +$3, 020 
2. Administration and coordination | 
of legal services. _-__- ‘ 40.0 332, 925 755 . ? aaa 
3. General administrative services. 103. 4 699, 214 63, 641 7, 231 —14.5 — 56, 410 
4. Operation and maintenance of 
Treasury buildings. _-_-....._- 127.8 725, 926 1, 304 1, Oe Fo ts 
5. Employee health program... -_.....|........-- CO) ee eee eee lap ete AS Tee ae 
ihc ctdate tens Seeeees ree 421.4 | 3,099, 980 68, 640 15, 250 —13.9 —53, 390 


Bureau or Accounts 
SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 








Program by activities: 





1. Processing deposits of withheld tax payments. -.-_-_._-_-- $1, 027, 526 $1, 076, 278 $1, 106, 529 
2. Financial reporting and maintenance of the Govern- 
RUT CRIN Bn 4.505 one nnccuseeehesdcdine nc 1, 407, 562 1, 439, 317 1, 425, 243 
3. Accounting and reporting dev elopment. and internal 
MN ntn:0 stnsnknnentdnmeetdacd nds een nanh aed 172, 494 180, 262 175, 964 
4. Processing investments, loans, claims, collections, and 
ES Sie ee ee ME Se 148, 404 169, 599 165, 672 
. Supervision of the Federal rene system ee 131, 895 143, 160 143, 321 
>» NEMOURS VO GRIGG sb isin inci céndunaccduegsdbdcusammeate 95, 659 93, 384 93, 271 
EE Isa reece etait agtenbigtt name 2, 983, 540 3, 102, 000 3, 110, 000 
Financing: 
Comparative transfers to other accounts. .............-.-- 12, 273 CA =e 
Unobligated balance no longer available. _............-.- 11, 187 SE debtisserines 
New obligational authority..................-......-.- 3, 007, 000 3, 113, 020 3, 110, 000 
New obligational authority: 
SII SS an Sh eid aia bp bina samen ee 3, 007, 000 3, 125, 000 3, 110, 000 
Transferred to “Salaries and expenses,” Office of the Secre- 
tary (Reorganization Plan No. 26 of 1950). -.............]---.--.--.---- 30 GEE bitin cia stcnaced 


JOR EIENE CRE on. 6 do cc wdc ccdecdssccnsveneen 3, 007, 000 3, 113, 020 3, 110, 000 








68 TREASURY AND POST OFFICE APPROPRIATIONS, 1959 


Object classification 
































1957 actual | 1958 estimate | 1959 estimate 
ee he ee eee oe ee ae Se eee ee te ee ee 
Total number of permanent positions_.._................._..- 359 349 | 336 
Average number of all employees... ....-.............-.-___- 355 344 | 334 
Number of employees at end of year......-..-..-...-----.-._. 346 337 334 
Average GS grade and salary. ..-.........--..-2--2--------... 6.0 $4,990) 6.1 $5,085 | 6.0 $5,144 
01 Personal services: of 
rennin pemmeenenen sot bak thet rd ed $1, 773, 866 $1, 735, 686 $1, 710, 835 
ee ON DIGI in, 6 a. in err ins orien cence niin 6, 335 9, 609 | 9, 609 
Pe UNOUNING BIE WENOR gsc occ ctcciceccencoauanoxen | 1, 780, 201 1, 745, 295 1, 720, 444 
Oe, ROE. acne Sik Maes erhactea hit he dineaincackanr eee eikcmeraeaea at 4, 707 | 4, 000 | 4, 000 
io: te reerenesen: Of SHINGS...-.. 8 en eee nc cone 2, 794 2, 900 | 2, 900 
io | NNN OWA in ee mene ncenccadacaude | 17, 713 | 18, 000 | 18, 000 
05 Rents and utility services. ._...........2.....222..--+--.-- 53, 822 54, 000 | 54, 000 
06 Printing and reproduction.-__.............._-- pisibeas ale 129, 989 129, 255 130, 941 
07 --Other contractual services. .............................- 13, 099 13, 165 13, 165 
Reimbursements to Federal Reserve banks._.-..__- a 954, 405 1, 001, 835 | 1, 030, 400 
I 12, 367 12, 500 | 12, 500 
09° Equipment_-___-___- ee oe SL SE a TS Ee | 12, 879 | 11, 500 | 11, 500 
11 Grants, subsidies, and contributions. _..___-..._.________- ERP ; 109, 150 111, 75 
13. Refunds, awards, and indemnities.._....................- See isadawee pee ofan Samgiteck $ 
a I a om ansianemaaceice 399 400 | 400 
IN fe tekdncandocttteedadectncnenmacnocen 2, 983, 540 3, 102, 000 | 3, 110, 000 





Analysis of appropriation base for fiscal year 1959 


eer Gercuprsetnon, 1960 Bee. ea 8 $3, 125, 000 
Transferred, pursuant to Reorganization Plan No. 26 of 1950 to: 

“Office of the Secretary’’ Treasury Order No. 170-5, dated 

a a eh eR les die Wi pdrmednioeh —11, 980 


Total appropriation, 1958 (adjusted) __......._..--..-.---. 3, 113, 020 
Reductions: 
Activity No. 2, financial reporting and maintenance 
of the Government’s central accounts_____-_--- $23, 907 
Activity No. 3, accounting and reporting develop- 
ment and internal QUGit.. cz. <.<--.4«6ese%-----.. 4, 422 
Activity No. 4, processing investments, loans, 


claims, collections, and surety bonds____------ 4, 232 
Activity No. 6, executive direction._.........--- 3, 310 
ACESS ¢ nao wo Panic clea eeeuae wie eun 35, 871 
Additions: é 
Activity No. 2, financial reporting and mainte- 
nance of the Government’s central accounts_-__- 1, 833 
Activity No. 3, accounting and reporting develop- 
ment. and internal audit .— 5... oe 124 
Activity No. 4, processing investments, loans, rs 
claims, collections and surety bonds___--.------ 305 
Activity No. 5, supervision of the Federal De- 
SARI IMINO 5 A a. sina oe ap Ws Sn es NS 161 
Activity No. 6, executive direction__...-.-------- 177 
I a i eee 2, 600 ie 
i Cees ol bec dnenmnnnae ews saw idm meu sm — 33, 271 
Appronriavio® base for 1050 2c0 ca th ndunanedee tes ewe ass 3, 079, 749 
Increase over appropriation base for 1959___.....---------------- 30, 251 
Appropriation estimate for 1959........-.----.----------- 3, 110, 000 
Increase or decrease from total appropriation, 1958___...-.-------- —3, 020 
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Comparison of appropriation base with appropriation estimate for 1959 


Appropriation base Appropriation Increase (+) or de- 
for 1959 estimate for 1959 crease (—) 


Activity 





Average | Amount | Average; Amount | Average | Amount 
positions positions positions 


1. Processing deposits of withheld 
ee ee 2.0 | $1, 076, 278 2.0 | $1, 106, 520 j....----2- $30, 251 
2, Financial reporting and mainte- 
nance of the Government’s 


central accounts... -........-..- 248.1 1, 425, 243 248.1 Te eet, BN 
3. Accounting and reporting devel- 
opment and internal audit-___- 18.8 175, 964 18.8 Pg Ree UY A) 


4. Processing investments, loans, 
claims, collections and surety 








bonds_---_- ‘i - 29.9 165, 672 29.9 JOR, OTR 4. cdtecacccleattaenence 
5. Supervision of the Federal depos- 
wary evebem- ..=../W......... 25.1 143, 321 25.1 148, S08 122102225 Eee 
6. Executive direction. —..........-- 10.1 93, 271 10.1 0B, S74 bee 
Increase over appropriation 
| GRR et ae 334. 0 | 3, 079, 749 334.0} 3,110,000 j.......... 30, 251 
Adjustment in base (net)...-._. +10.0 | St Ly See See —10.0 —33, 271 
Total, appropriation 1958 
(adjusted) and appropri- 
ation estimate for 1959_..._- 344.0 | 3,113,020 334.0 |} 3,110,000 —10.0 —3, 020 
! 





GENERAL STATEMENT 


No major changes are anticipated in the functions performed by the Bureau 
of Accounts during fiscal years 1958 and 1959. The functions of the Bureau are 
numerous, and involve various fiscal operations which include: (1) Control of 
appropriations made by Congress to the various departments and establishments; 
(2) maintenance of the central accounts of the Government relating to appropri- 
ations and receipts, expenditures and related cash assets and liabilities; (3) prepa- 
ration of monthiy and annual reports to the Congress including receipts, appro- 
priations, and expenditures of the Government, and the Secretary’s annual report; 
(4) performance of disbursing functions for the civil establishments of the execu- 
tive branch of the Government except postal service, United States marshals, and 
certain Government corporations; (5) handling accounts and payment of claims 
in connection with uncurrent and stale checks; (6) handling claims and issuance 
of substitute checks for the entire Government service; (7) issuance of United 
States savings bonds to Federal employees under the payroll savings plan; (8) 
handling the details relating to the designation and the supervision of the Federal 
depositary system including the deposit of taxes withheld; (9) administration of 
the Government Losses in Shipment Act; (10) approval of surety bonds and 
determination of underwriting qualifications of surety companies authorized 
to do business with the United States; (11) handling investments of various 
trust and other funds for which the Secretary of the Treasury is responsible; 
(12) supervision of Treasury accounting and participation in overall accounting 
and reporting procedures for the entire Government service under joint account- 
ing program; (13) development of regulations and administration of internal 
auditing for the Treasury Department; (14) audit and appraisal of various trust 
and deposit fund accounts; (15) accounting, billing, and collecting for lend-lease 
articles transferred and surplus property sold to foreign governments; (16) account- 
ing for foreign currencies acquired by the Treasury; (17) payment of international 
claims; (18) handling certain claims and judgments against the United States and 
the payment of private relief acts; (19) maintenance of records relating to author- 
ity of Government corporations and agencies to borrow from the Treasury, and 
loans made to such agencies; and (20) liquidation of the residual fiscal affairs of 
certain agencies and commissions placed in liquidation. 


EXPLANATION OF LANGUAGE CHANGES 


No changes in the appropriation language for the Bureau of Accounts will be 
necessary for the fiscal year 1959. 
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Analysis of appropriation base 


Appropriation allo- Net change in base, 


cation for 1958 Adjustments in base increase (+) or de- 
crease (—) 


Activity 


Average | Amount Reduc- | Additions | Average | Amount 
positions tions positions 


1. Processing deposits of withheld 








tax payments-_--_-.__._- Be IE Bo be onctitabincansccecuhstanccdoumieiaamoedinnn<s 

2. Financial reporting and mainte- 

nance of the Government’s 
central accounts_._____ 256. 1 1, 447, 317 $23, 907 $1, 833 —6.0 —$22, 074 

3. Accounting and reporting devel- 
opment and internal audit - -__- 19.6 180, 262 4,422 124 —.8 —4, 298 

4. Processing investments, loans, 

claims, collections and surety 
bonds__-_-_- 30.9 169, 599 4, 232 305 —1.0 —3, 927 

5. Supervision of the Federal de- 
positery system... ............. 25.1 BR TOG 4. dun<n~.4- TE Enon denn +161 
6. Executive direction. -.._...-...-- 10.3 96, 404 3, 310 177 —2.2 —3, 133 
sittin thc bien Secale 344.0 | 3,113,020 35, 871 2, 600 —10.0 —33, 271 





SALARIES AND EXPENSES, DIVISION OF DISBURSEMENT 


Program and financing 

















1957 actual | 1958 estimate | 1959 estimate 
Program by activities: | 
i iscsi, «niin dead do bated dw seuis $16, 362, | $17,023, 059 $17, 029, 428 
Dee INS FOR NII RIG ao i sk ht Se pedintniwein ne annie 207 1 196 310, 066 310, 572 
Tenn Sea ok. ohh a Be ccs ‘ 16, 659, 950 } 7, 333, 125 17, 340, 000 
Financing: 
Comparative transfers fram (—) other accounts. -._.-_---- —415, 000 oR BIN Bins is esis 
Unobligated balance no longer available. ---.-_..-.-.--__-- 30, 050 | 50, 000 |_._- 
New obligational authority_...----- Seed ahd cece 16, 275, 000 17, 354, 000 17, 340, 000 
ew obligational authority: i Peepers Le yc! a 
Ps 6 dos abet ee AUK oh ate det ssiuces 16, 275, 000 | 7, 000, 000 17, 340, 000 
Transferred from ‘‘Administering the public debt’’ ie 
organization Plan No. 26 of 1950)..........-.-------.---- -----------| 354, 000 |..---.. . 
Appropriation (adjusted) -........-. puialin eats nianadiaibiieed 16, 275, 000 17, 354, 000 17, 340, 000 





Object classification 





j | | 
1957 actual | 1958 estimate | 1959 estimate 

















Total number of permanent positions _-_................-...-- 1, 822 | 1,777 1, 739 
Full-time equivalent of all other positions_..___.....-...-.._-- 179 157 | 115 
Average number of al] employees-_--....-.....-----.-------- 1, 958 1, 879 | 1, 801 
Number of employees at end of year__..-.......-.------------ 1, 859 | 2, 202 1, 764 
Average GS grade and salary. __......-....------------------- 13.5 $3,780|3.5 $3,818 | 3.5 $3 845 

01 Personal services: | 
I i. wrested i dibetin cieninghe eeentsiewh $6, 743, 980 $6, 569, 489 $6, 472, 549 
Positions other than permanent--....._..-.._...----- ay 511, 036 467, 174 340, 528 
Caer oeremnas Gwent oe a ott 72, 595 55, 170 55, 180 

! 

ES OI IE IB in ac a sie anintieaesh ncedn ane | 7, 327, 611 | 7, 091, 833 6, 868, 257 
et ee SL” canner htaebannteoiors 33, 541 | 33, 900 33, 900 
03 Transportation of things---_--_- seemed ed ee eee addons 63, 464 67, 400 67, 400 
04 Communication services__...........---.----------.----.- | 6, 375, 595 | 6, 672, 700 6, 816, 200 
Be, eid in Sine Sen eco oben neccsic~ 338, 936 415, 000 458, 200 
06 Printing and reproduction .___....._.__- aes Rae one eee | 47, 522 38, 000 39, 700 
Purchase of blank checks... .--------.---------------- 582, 960 636, 374 655, 115 
OF Ober emniracie er viets... «6-6 inc. 5. 5...............- 93, 638 98, 645 99, 590 
Services performed by other agencies---- ---- ee 734, 196 784, 855 797, 110 
08 Supplies and materials........_.....-- ea taadiccs aceeainaa enn 922, 523 951, 926 943, 085 
ELE EEL IEEE CONE EER LS 116, 131 95, 826 97, 199 
11 Grants, subsidies, and contributions.._--____._-----__- Wekacwouesaee 427, 780 445, 303 
13 Refunds, awards, and indemnities...._-.......--_-.---- = 9 SeonCall ifs sdaecaee eal 
15 Taxes and I tics anccrishnteosrketeeeke pandsiGeindane wea 18, 913 18, 886 18, 941 
Ce IN Si sciaiincdicrhsicinceemonncrascnhen clidinnivinhibam toile 16, 659, 950 17, 333, 125 17, 340, 000 





| t 
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Analysis of appropriation base for fiscal year 1959 


Regular appropriation, 106@.act.. .....5< 06. ccswe bseuwtcwnesesenne $17, 000, 000 
Transferred, pursuant to Reorganization Plan No, 26 of 1950 from 
‘Administering the Public Debt’? Treasury Order No. 177-13, 


Catete Mite. 1S. A GOES 62, ~ mtn eanbideiehincn<<eteiet: linseed ea ae 354, 000 
Total appropriation, 1958 (adjusted)_................-...- 17, 354, 000 
Reductions: 
Activity No. 1, Processing payments._.___.._____- $335, 868 
Activity No. 2, Issuance of savings bonds_________- 398 
ROR encitilan. an BAGS woke k= ocd egal begiee alee 336, 266 
Additions: 
Activity No. 1, Processing payments_._-........-- 62, 619 
Activity No. 2, Issuance of savings bonds.____.---_- 904 
PU ouiebat adie <meta aoe eee 63, 523 
Adiustreent Im. DOK, GOOG 6 on 6 cee aptin siesin Cae dias ea aa — 272, 743 
Appropriation. base f08. 1000... 6 sec andinnnnimmalanEb > dead 6 ite 17, 081, 257 
Increase over appropriation base for 1959__.__._.._._._..._.--------- 258, 743 


as a a sa hep ea thc Reta ee 17, 340, 000 


Increase or decrease from total appropriation, 1958__.....------- — 14, 000 


Appropriation estimate for 1959 





Comparison of appropriation base with appropriation estimate for 1959 


| 
Appropriation base Appropriation esti- 























| 
Increase (+), or 
| for 1959 | mate for 1959 decrease (—) 
Activity = - 
Average | Amount Average | Amount | Average Amount 
| positions | positions | positions | 
We 5 |. 
1. Processing payments : | 1,708.1 |$16, 770, 685 1, 732.3 |$17, 029, 428 24.2 $258, 743 
2. Issuance of savings bonds... - | 68.7 | 310, 572 68.7 | 310, 572 | ; ; 
L catsapepenmbest parecer lecireegnsennitan icici 1 nigel wenptignt 
Total. fi 1,776.8 | 17,081,257 | 1,801.0 | 17,340,000 | +24.2 258, 743 
Adjustment in base (net). --- +102. 2 ee ---| ~102.2 —272, 743 
Total appropriation 1958, (ad- 
justed) and appropriation | 
estimate for 1959............ | 1,879.0 | 17,354, 000 | 1, 801.0 | 17,340, 000 —78.0 —14, 000 





GENERAL STATEMENT 
Functions 

The Division of Disbursement is responsible for disbursing moneys of all 
civilian executive departments and agencies except the postal service, and certain 
Government corporations. Its functions include: (1) making payments from 
appropriated, trust, and deposit funds (31 U. 8. C. 492); (2) issuing substitute 
checks for all disbursing officers of the United States Government (31 U. 8S. C. 
528); (3) issuing United States savings bonds under the Government payroll 
savings plan (31 U. 8. C. 757c); (4) preparing vouchers for periodic payments 
(31 U. 8. C. 82a); and (5) preparing payrolls for check payments to Government 
employees. 

+ * * * 2 * * 


Management improvements and other savings reflecting reductions in cost of 
personal services and other expenditures are automatically reflected in the actual 
costs. 

In developing the estimated unit costs for the fiscal years 1958 and 1959, the 
1957 actual unit cost was used as a base. This base was adjusted to give effect to 
the nonrecurring costs included in the actual unit cost for the prior year, manage- 
ment and other savings from the prior year and additional savings which are 
anticipated, but which have not yet materialized. 

Unit cost for fiscal year 1957.—The actual unit cost for the fiscal year 1957, 
including 3 cents postage on check mailings, amounted to $0.0677. This repre- 
sents a reduction of one-fifth of a cent as compared with the 1956 unit cost even 
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though the 1957 unit cost included $139,603 in abnormal cost not included in the 
1956 actual unit cost. This reduction in unit cost was the direct result of a 
management improvements and more efficient operation. 

Unit cost for fiscal year 1958.—The unit cost for 1958 including postage is 
projected at $0.0672. This unit cost was developed by using the actual cost for 
1957 reduced by nonrecurring costs amounting to $139,603, and additional 
savings from management improvements effected in the fiscal year 1957 amounting 
to $263,257. The unit cost was also reduced by savings anticipated from elec- 
tronic checkwriting equipment to be installed within this fiscal year and other 
improvements amounting to $182,423 which amount has not yet been realized. 
In all the unit cost has been reduced by $585,283. On the other hand the fore- 
going reductions will be offset by such factors as: (1) the cost of the Government’s 
contribution to the retirement fund, effective in July 1957, resulting from Public 
Law 854, 84th Congress, which increases the base by $430,472; (2) the cost of 
reembossing about 2 million amount plates for rate increases covering payments 
to veterans and their dependents for service-connected disability compensation 
as provided by Public Law 168, 85th Congress, effective October 1, 1957. This 
will cost $55,000; (3) the cost to consolidate social security benefit payments for 
husband and wife into a single check thereby eventually saving about 12 to 13 
million checks annually.. The work incident to this consolidation will cost the 
Division $123,970; and (4) the conversion costs involving electronic equipment 
to be incurred but not recovered during this fiscal year amounts to $46,600. After 
giving effect to all of the decreases and increases the unit cost of $0.0672 will still 
be less than the actual for the fiscal year 1957. 

Unit cost for fiscal year 1959.—The revised unit cost of $0.0672 for 1958 was 
used as a base for developing the 1959 unit cost. This cost was reduced by 
abnormal costs for veteran rate changes and consolidation of husband and wife 
checks for social security benefit payments amounting to $178,970. The cost 
was further reduced by anticipated net savings of $100,000 for extension of the 
electronic checkwriting operation and $57,296 for management savings and other 
reductions offset by an additional contribution to the retirement fund of $17,523 
and $16,875 for blank-check stock, check envelopes, and other supplies transferred 
from Public Debt which the Division will be required to purchase in 1959. The 
net effect of these adjustments, amounting to a decrease of $301,868 results in a 
unit cost of $0.0662 for 1959 which is one-tenth of a cent less than the estimated 
cost for 1958. 

Costs for the fiscal years 1957, 1958, and 1959 include small amounts represent- 
ing the pro rata cost of participation by employees of Division of Disbursement, 
in health programs administered by the Public Health Service and other agencies, 
established under the act of August 8, 1946. The cost per employee ranges from 
approximately $5 to $12 per year. 
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EXPLANATION 


OF LANGUAGE CHANG 


ES 


» 


‘ 


3 


No appropriation language changes will be necessary during the fiscal year 1959. 


BUREAU 


OF THE PUBLIC DEBT 


ADMINISTERING THE Pusiic Dest 


Program and financing 





















































1957 actual | 1958 estimate | 1959 estimate 
Program by activities: 
1, Issuance, servicing, and retirement of savings bonds_-..| $32,992,852 | $32, 931, 645 $32, 323, 656 
2. Issuance, servicing, and retirement of other Treasury 
NA ooo a ng ee ee ee 6, 128, 659 6, 352, 688 6, 351, 825 
3. Maintenance and audit of public debt accounts... .-.- 742, 879 779, 937 745, 514 
4. Promotion of the sale of savings bonds_..............-. 5, 054, 396 5, 254, 000 5, 072, 000 
5. See GE OBS) oo re nticninsmnmcemeaiine 108, 002 105, 605 107, 005 
TORE Sica aK cs hcdssiesteseenauia 45, 026, 788 45, 423, 875 | 44, 600, 000 
Financing: 
Comparative transfers to other accounts_.............---- 415, 000 | ee 
Unobligated balance no longer available__-.....-..------- 58, 212 Ce 
} 7 ad } 
New obligational authority............................. 45, 500, 000 45, 546, 000 44, 600, 000 
New obligational authority: rad i 3 
DS 0 5 SN Ni ici niin scat al $45, 500,000 | $45, 900, 000 $44, 600, 000 
Transferred to ‘Salaries and expenses, Division of Dis- 
bursement”’ (Reorganization Plan No. 26 of 1950)__.....]__..-.----.--- ange, ONO 1s. 2c. ces ceo 
Appropriation (adjusted) ..-.....-..........--..---- | 45, 500,000 | 45, 546, 000 44, 600, 000 
| 
Object classification 
1957 actual 1958 estimate | 1959 estimate 
Total number of permanent positions___.............-......-- 3, 852 4, 039 | 3, 316 
Full-time equivalent of all other positions__...._.............- | 3 | 2 
Average number of all employees. .................--......... 3, 580 3, 163 3, 098 
Number of employees at end of year. -_.........-..........-..- | 3, 513 3, 450 | 3, 123 
Average GS grade and salary................-.-..------------ 4.1 $4, 20 201° ic $4,191 fas $4, 380 
01 Personal services: ae | 
SE pee ee at Sr | $15, 105, 151 $14, 830, 300 $13, 666, 788 
Positions other than pe pI. oss Sa | 20, 911 23, 471 | 12, 156 
GUROE PHOTMOUAL GOR WIG a 6 oo sin sect oie a hai ice cd | 178, 614 69, 728 | 62, 621 
TORRE TOTNOS GIVE iain sake ide dn etincownauns | 15, 304, 676 14, 923, 499 | 13, 741, 565 
02 Travel.- icin -----| 432, 795 471, 591 437, 936 
03 Transportation of things.........__._-.--..._-----.-.__- al 177, 012 207, 000 | 191, 700 
Registry fees payable under Public Law 705._..____- | 400, 000 400, 000 | 400, 000 
04 Communication services_...................-. anal 1, 350, 692 1, 359, 150 | 1, 425, 460 
05 Rents and utility services.........--..-------------- -| 758, 213 940, 412 | 1, 689, 145 
G6 Printing etd repromueti. .....44 2.2... ae. Ts 705, 009 597, 659 | 543, 040 
Printing of Government securities. ...............--.| 2, 104, 057 1, 950, 000 1, 790, 000 
07 Other contractual services ‘ Sf 369, 192 | 370, 130 | 300, 700 
Services performed by other agencies. peiinbbdadcantes 278, 489 298, 000 | 298, 000 
ee eae ee | 21, 917, 853 21, 600, 000 | 21, 350, 000 
Post Office Department.......-__- San 648, 499 675, 000 | 801, 000 
08 Supplies and materials..........-- halved ailainapaaaa 406, 506 545, 015 | 573, 779 
OD TORIES i ns cokes ili Es Scien Zante 133, 620 142, 369 | 152, 865 
11 Grants, subsidies, and CRIN ons 5 cence cotiacteaorae’ 925, 646 | 890, 275 
13 Refunds, awards, and indemnities._...............___.-.- Og OEE, ee 
15 Taxes and assessments Oe a ee, 17, 176 | 18, 404 14, 535 
UT IR in bic snscisnvcncucndscadameseman eaten | 45, 026, 788 45,423,875 | 44, 600, 000 
| 
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Analysis of appropriation base for fiscal year 1959 






Regular appropriation, 1958 act____._--___-_.-.------.-------- $45, 900, 000 
Transfer pursuant to Reorganization Plan No. 26 of 1950 to “‘Salaries 
and expenses, Division of Disbursement”’_____.........._-__-- 354, 000 
















Total appropriation, 1958 (adjusted)_..........._.-_-___- 45, 546, 000 
Reductions: 
Activity No. 1. Issuance, servicing, and retire- 
nent OF SONiIDes SODUS....3.... ccc<ceen-coceu $2, 873, 094 
Activity No. 2. Issuance, servicing, and retire- 
ment of other Treasury securities__________-_-_ 27, 863 
Activity No. 3. Maintenance and audit of public 
Wet GROOM. 6 2o6 So RL eel 41, 490 
Activity No. 4. Promotion of the sale of savings 
IN ED AE DAS, is sche a nice eee aeolian 275, 000 













a eet nee oF 3, 217, 447 
Additions: 
Activity No. 1. Issuance, servicing, and retire- 
ment. of savings bOnGs..... ~~... .ce-s-0. .. 2,064, 980 
Activity No. 3. Maintenance and audit of public 
GeUn SUBONNtS.> 25-2 <2 >... 7 7 


Pg A 2 Sea ees 6 tetag cea aarin wtiemnigen 2, 073, 447 





Total 
PARI AU TNEG HIND oo, son ai ed So remain ee ee ee te ee —1, 144, 000 
mppreprenaen- bate for 1950... 0 one ces deeelsies 44, 402, 000 
Increase over appropriation base for 1959_.._._.__.._.._---------- 198, 000 
Appropriation estimate for 1959_..............--..-.---- 44, 600, 000 
Increase or decrease from total appropriation, 1958__._....-.----_- —946, 000 






Comparison of appropriation base with appropriation estimate for 1959 








Appropriation base 
for 1959 






Appropriation esti- Increase (+-) or 
mate for 1959 | decrease (—) 
Activity 














| Average | Amount | Average | Amount | Average | Amount 
| positions positions positions 








1. Issuance, servicing, and retire- 

ment of savings bonds.- 1, 954. 4 |$32, 152, 656 1, 954. 4 |$32, 323, 656 
2. Issuance, servicing, and retire- 

ment of other Treasury secur- | 

ities_ 472.5 6, 324, 825 472.5 GOs Be Lineecsas 27, 000 


| 
| $171, 000 







3. Maintenance and audit of public | } 

debt accounts- 126. 0 745, 514 126. 0 745, 514 | 
4, Promotion of the sale of savings | | 

bonds | 534.1 | 5,072,000 534. 0 5, 072, 000 







5. Executive direction. -- 11.0 107, 005 11.0 ia 
Total. 3,098.0 | 44, 402, 000 3, 098.0 | 44, 600, 000 | Roe 198, 000 
Adjustment in base (net) - +371.7 |+1, 144, 000 ? | —371.7 | ~—1, 144,000 


| 
Total appropriation, 1958 (ad- 
justed) and appropriation 

| 






| 
estimate for 1959__ 3, 469.7 | 45, 546, 000 3, 098.0 | 44,600,000 | —371.7 — 946, 000 
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OFFICE OF THE TREASURER 
SALARIES AND EXPENSES 


Program and financing 


| 1987 actual | 1958 estimate | 1959 estimate 





Program by activities: 
Direct obligations: 





1. Check payment and reconciliation. ..............- $2, 233, 618 $2, 733, 900 $2, 714, 100 
2. Processing check claims. .........................<. 1, 202, 348 1, 342, 100 1, 353, 600 
3. General banking services. ............-...---.-.--.. 337, 950 356, 700 357, 400 
4. Retirement of currency.........-.......---.-.- ec 603, 756 648, 500 654, 500 
5. Maintenance of Treasurer’s accounts__-....-------- 337, 603 344, 200 344, 900 
6. Payment and custody of securities. - .__ ing 286, 846 312, 300 313, 000 
7. Procurement and transportation of U. 8. currency 10, 004, 762 12, 114, 000 12, 114, 000 
8. Executive direction. ........-- ebsadbcndlapsmate 88, 730 98, 300 98, 500 
Total direct obligations... .............-.......-. 15, 095, 613 17, 950, 000 17, 950, 000 
Reimbursable obligations: 
1. Check payment and reconciliation...-.........-.-- 62, 923 81, 700 83, 600 
yy. dG ee 39, 027 42, 800 43, 200 
3. General banking services. -.-..........-.....-.-.--.-- 10, 756 11, 700 11, 700 
4. Retirement of currency---.-.--- festntiatlentiitaarhiintthatantananiaaninn 422, 227 461, 000 461, 900 
Total reimbursable obligations...............-..- 534, 933 597, 200 600, 400 
i eS el” 15, 630, 546 18, 547, 200 18, 550, 400 
Financing: 
Advances and reimbursements from— 
Other accounts_. —101, 758 | —124, 000 — 126, 300 
Non-Federal sources (31 U. 8. C. 157 and 40 U. 8. C. 
wr rrcinn cn wecetinned —433, 175 — 473, 200 — 474, 100 
Unobligated balance no Jonger IR cities ans casita 29, 387 |--------------|-------------- 








Appropriation (new obligational authority) _...........- 15, 125, 000 | 17, 950, 000 17, 950, 000 
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Object classification 


! 
1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions 1,028 
Full-time equivalent of all other positions 4 
Average number of all employees. \ 978 
Number of employees at end of year 974 


Average GS grade and salary ; . 4.7 $4, 315 





Personal service obligations: 
Permanent positions $4, 243, 300 
Positions other than permanent 13, 000 
Other personal services 73, 900 


Total personal service obligations......................- 4, 057, 856 4, 330, 200 





Direct obligations: = ——SS -_— == 
01 


Personal services 3, 603, 060 3, 845, 000 

Travel 4, 919 15, 200 

Transportation of things. - 509, 895 5 578, 000 

Communication services 38, 136 43, 700 

Rents and utility services 732, 337 928, 200 

Printing and reproduction 40, 313 43, 100 
Purchase of United States currency 9, 569, 968 11, 558, 000 

Other contractual services. -_.........................- 53, 281 f 159, 600 
Services performed by Federal Reserve banks 303, 418 324, 000 

Supplies and materials 194, 307 g 171, 700 

Equipment 

Grants, subsidies, and contributions 

Refunds, awards, and indemnities 

Taxes and assessments 


Total direct obligations 


Reimbursable obligations: 
Personal services 
02 
03 
04 Communication services__- 
05 Rents and utility services 
06 Printing and reproduction - 
07 Other contractual services. --- 
08 Supplies and materials 
09 Equipment 
1l Grants, subsidies, and contributions 
13 Refunds, awards, and indemnities 
15 Taxes and assessments 


| 


@ 
S 
Ronn 


SESSSSSS8 


w 


Br 


100 
200 
400 
100 | 
800 

, 400 
900 
400 
800 
100 


B men Bro Foven 


PrP. 





Total reimbursable obligations 


Total obligations 


Analysis of appropriation base for fiscal year 1959 


Regular appropriation, 1958 act 
Supplemental appropriation for 1958 


Total appropriation, 1958 
Reductions: Activity No. 1. Check payment and recon- 
ciliation $122, 900 
Additions: 
Activity . 1. Check payment and reconciliation_- 3, 100 
Activity No. 2. Processing check claims 3, 000 
Activity No. 3. General banking services 700 
Activity No. 4. Retirement of currency 700 
Activity No. 5. Maintenance of Treasurer’s accounts_ 700 
Activity No. 6. Payment and custody of securities _ - 700 
Activity No. 8. Executive direction 200 


Adjustment in base (net) — 113, 800 


Appropriation base for 1959 17, 836, 200 
Increase over appropriation base for 1959 113, 800 


Appropriation estimate for 1959 17, 950, 000 


Increase or decrease from total appropriation, 





TREASURY AND POST OFFICE APPROPRIATIONS, 1959 


77 


Comparison of appropriation base with appropriation estimate for 1959 


Activity 


. Check payment and reconcilia- 
Wo kn ck nn ddaaiien 
. Processing check claims 


. General banking services-____._--- 


. Retirement of currency 


Appropriation base 
for 1959 


Average | Amount 


Average 
positions 


positions 


$2, 614, 100 
1, 345, 100 
357, 400 
649, 200 


318 
269 
69 
64 


Appropriation esti- 
mate for 1959 


Amount 


Increase (+) or 
decrease (—) 


Average 
positions 


$2, 714, 100 
600 


. Maintenance of Treasurer’s ac- 
counts _ _. -- ‘ eka aise namic dain 
. Payment and custody of securi- 
edensksewnnd aire ‘ ‘ 
7. Procurement and transportation 
of United States currency 
8. Executive direction 


64 





NL stad nacsweenaee neon 
Adjustment in base (net) .__-_-- 
Total, appropriation 1958, 


and appropriation estimate 
for 1959 


BUREAU OF NARCOTICS 
Object classification 


1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions 
Average number of all employees--.................-..---..-- 
Number of employees at end of year 


448 


440 
427 
428 
639 


Average GS grade and salary. 
01 


$5, 


Personal services: 
Permanent positions 
Other personal services 


8 
BR 


Total personal services 


» 


<< 


‘Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 

Purchase of evidence 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments 


nawisee 


3|sszssene 


eeeFSs.. 


Be 


Beez 


8 | S888SS888SS5 | S52 


Total obligations 


2 
z 


Program and financing 


| 
1957 actual 1958 estimate | 1959 estimate 


' 

Program by activities: 

1, Administering and enforcing the Federal narcotic and 
marihuana laws 


$3, 288, 567 
2. Executive direction 


67, 428 
3, 355, 995 


$3, 687, 665 $3, 707, 665 
72, 335 72, 335 


Total obligation 3, 780, 000 


3, 760, 000 
Financing: 
Unobligated balance no longer available 94, 005 | 


Appropriation (new obligational authority) 3, 450, 000 
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SALARIES AND EXPENSES 
Analysis of appropriation base for fiscal year 1959 


PURUNET BUTODEINGION, 1000 B00. .6 ok mcg ce nanecomceie $3, 780, 000 
Supplemental appropriation for 1958 


Total appropriation, 1958 





Reductions: 
1. Administering and enforcing the Federal narcotic and mari- 
eee ee ee ee ee ees ee Sys 5, 050 
2; seeooutve: arection......../.8¢ 26....(42 2. ok 165 
els TOGQCMONS do cn calc wwecn bak ee Re 5, 215 
Additions: 
1. Administering and enforcing the Federal narcotic and mari- 
aati oat Remaeniogety Restrnt sy 4 >, Ramee! 5, 050 
es, a UTIREIEIOD oo a ea coc eee ee a Re 165 
Pn MON os peta tandawaciwadinc detest 5, 215 


eI EE i) etre dinins no 6 asa witls ow aw whe Oe .- 5 ah 
NE oo ia eawe aba a osncaca seaeeee _. 3, 780, 000 
Increase over appropriation base for 1959 
Appropriation estimate for 1959 
Increase or decrease from total appropriation, 1958 


Comparison of appropriation base with appropriation estimate for 1959 


| | 























Appropriation base | Appropriation esti- Increase (+) or 
for 1959 mate for 1959 } decrease (—) 
Activity . Siieb cece i bat ecieee 2 waniet 
| Average | Amount | Average | Amount | Average | Amount 
positions | | positions positions 
on J ai ; =? | we Ue os 
1, Administering and enforcing the | 
Federal narcotic and marihuana | | 
laws.--... Berean 420 | $3, 707, 665 | 40 |) Cs Ih... >... 15... 3. 
2. Executive direction. -......-_.-- 7 | 72, 335 7 | 72, 335 i 
OID be aa seeaceel 427 | 3,780,000 427 3, 780, 000 | sien eet oy need A, 
Adjustments in base (net).......-|.-.-..-- | saguse ae — | < 
Total appropriation 1958 and | 
appropriation estimate for 
PO silva saabnc ancmteion tae 427 | 3,780,000 427 | 3,780,000 |----- 
i 








GENERAL STATEMENT 


The Bureau of Narcotics, organized under the act of June 14, 1930, is charged 
with the investigation, detection, and prevention of violations of the Federal 
narcotic and marihuana laws. Its responsibilities include the supervision of the 
administration of those sections of the Internal Revenue Code relating to narcotic 
drugs and marihuana and the Opium Poppy Control Act of 1942, and related 
statutes, including the administration of the permissive features of the Narcotic 
Drugs Import and Export Act. The Bureau of Narcotics and the Bureau of 
Customs cooperate in enforcing the prohibitive features of the latter act. Import 
quotas of crude opium and coca leaves are determined by the Bureau of Narcotics 
in cooperation with the Public Health Service. The Bureau of Narcotics coop- 
erates with the Department of State in the discharge of the international obliga- 
tions of the United States in matters concerning the traffic in narcotic drugs and 
with the several States in the suppression of the abuse of narcotic drugs and 
marihuana within their respective jurisdictions. 
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In discharging its responsibilities, the Bureau of Narcotics operates with two 
specialized activities, i. e., (1) administering and enforcing the Federal narcotic 
and marihuana laws, and (2) Executive direction. The mission characteristics 
and operation of these activities are described in the detailed explanation of 
estimates by activity. 

The Bureau plans to approach fiscal year 1959 with a program identical with 
that of the current year. It has been necessary to make some small adjustments 
of funds between objective classifications for the current year resulting from 
current changes in requirements in those categories. These adjustments are self- 
contained within the limits of the appropriation. 

It is the practice of the Bureau to be constantly alert in handling its financial 
affairs to insure that funds placed at its disposal will be efficiently utilized, and 
increases, due to price changes, etc., are absorbed as much as possible within the 
limits of available funds. The Bureau’s program for fiscal year 1959 will not 
require any increase over the amount appropriated for the current year. 


Comparative statement of workload 




















Actual, Actual, Actual, Estimate, | Estimate, 
1955 1956 | 1957 1958 1959 
ane a = = See apiaamia i 
Average agents employed (nonreimburs- | 
able) ___- iho iia ll 245 246 261 | 299 293 
All other positions_.._.......-- aces 129 134 140 | 136 134 
Total average employment. -____.- 374 380 401 | 435 | 427 
Cases completed for prosecution: rs, 3Y 
1. Narcotics: | 
(a) Registered persons 156 129 | 51 75 75 
(b) Unregistered persons... 1, 898 1, 787 1,418 | 1, 500 1, 500 
2. Marihuana_.-- ieee 537 433 | 361 | 400 400 
Subtotal, cases completed for | 
prosecution Pert 2, 591 2, 349 1, 830 1,975 | 1, 975 
Other dispositions: = os cooker eens eae ee 
1, Cases showing no criminal] viola- | | 
CHOU; onan js 37, 334 36, 824 34, 921 | 40,079 | 43, 304 
2. Cases involving theft, military 
assistance, etc 1, 675 1, 798 1, 190 1, 209 1, 257 
3. Assistance to local authorities: 
(a) Requests handled 7, 769 | 11, 595 10, 525 7, 951 | 6, 5 
(b) Requests unable to handle 2, 858 3, 994 2, 934 2, 181 1, 712 
Subtotal, other disposi- | 
iit cp avus 50h een 49, 636 54, 211 | 49, 570 51, 420 | 52, 803 
ca a 52,227| 56,560} 51,400| 53,305. 54, 778 
Active investigations at close of fiscal year 6, 011 5, 513 | 1 4, 809 5, 000 5, 000 


1 Distribution by districts of active investigations on July 1, 1957: 


Dis- | | Dis- | | 
trict Location of headquarters | Number || trict | Location of headquarters | Number 
No. No. 
a ee <a —_—_— " eS . Says 
1 | Boston, Mass 208 | 11 | Kansas City, Mo-.............| 443 
2 | New York, N. Y-- 1, 386 |} 12 | Minneapolis, Minn... —- | 44 
3 | Philadelphia, Pa---- 426 13 | Denver, Colo datiacl 97 
5 | Baltimore, Md 530 14 | San Francisco, Calif_. | 146 
6 | Atlanta, Ga 85 15 | Seattle, Wash___- ; 114 
7 | Louisville, Ky-. 29 16 | Honolulu, T. H...- | 5 
8 | Detroit, Mich - 508 17 | Rome, Italy-_-.-- 120 
9 | Chicago, Il : 195 —— — 
10 | Dallas, Tex... 473 Total... con ; 4, 809 


22904—58 6 
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Untrtep States SEcRET SERVICE 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 





























Program by activities: 
1. Suppressing counterfeiting and investigating check and 
Relig Seth. Wot lt eeaupoacenteeaecs $3, 087, 626 $3, 258, 086 $3, 261, 638 
2. General administrative services-........--..-....---.-- 127, 041 137, 539 137, 848 
Ry I IONS 5 6s ebemnicccudincadioneecwondnasdas 71, 323 61, 375 61, 514 
De TT nn ee en eacbeenanaas 3, 285, 990 3, 457, 000 3, 461, 000 
Financing: Unobligated balance no longer available.........-- 54, 010 6000 1. cts 
Appropriation (new obligational authority) -_...........- 3, 340, 000 | 3, 461, 000 | 3, 461, 000 
Object classification 
1957 actual | 1958 estimate | 1959 estimate 
I oa nnvcanwacendnbocsmocwdseen 461 427 419 
Average number of all employees. -...............--.-.-..----- 418 410 402 
Number of employees at end of year........-.....-......----- 414 410 402 
Average GS grade and salary..................-.------------- “8.7 $5,933 | 8.9 $6,138 /9.0 $6,288 
01 Personal services: ae 
nine drain neh cine eudey im $2, 552, 697 $2, 558, 010 $2, 558, 010 
SPER ROUND GUE TROON ~ « onccnagannccncccemespsccoenes 169, 627 183, 568 187, 568 
TE PORONTIRE TIE OB win ons n cos eed ecw sess 2, 722, 324 2, 741, 578 2, 745, 578 
ii on iain cnt panmaneienseacacnheasinos 274, 901 258, 000 258, 000 
ee ee nn nnesecasnanenunsadcunce 25, 310 20, 400 20, 080 
a sa i nneninenseacnitianthenen sa 44, 589 45, 900 45, 900 
ee ene Sr PIIIOEDIN «wee cacccccecesucceuercoseonas 7, 803 8, 000 8, 000 
G7 Otner comtractus: Servieds. . .........2. 22-22 63, 858 68, 100 68, 100 
ona cctincawcsusescaenaacuenweus 72, 226 72, 500 72, 500 
a ic ah adieu niece iapeines 62, 457 61, 822 55, 700 
ili Grants, subsidies, and contributions......................].........--... 160, 500 166, 942 
13 Refunds, awards, and indemnities...................-_.-. 296 200 200 
Spree rn cans senncupeeattasonese 12, 226 20, 000 20, 000 
I arin nccbitinasigs cxddc ape cain 3, 285, 990 3, 457, 000 3, 461, 000 


WHITE HOUSE POLICE 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: Protection of White House and 


SEE COUR OURIBREIOIG) onc 5 ic ence os oe sein = snndincces $847, 620 $864, 000 $865, 000 
Financing: Unobligated balance no longer available_........-- 11, 380 Ei Wt Eke ctteloacnseee 


Appropriation (new obligational authority)_............ 859, 000 865, 000 865, 000 
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Object classification 














| 1957 actual | 1958 estimate | 1959 estimate 

Total number of permanent positions_................-.-....- 160 160 160 

Average number of all employees --_.................-...-..-.. 150 154 153 

Number of employees at end of year.........................- 153 154 153 

Average salary of ungraded positions.......................... «$5,316 | «$5,323 $5, 357 
01 Personal services: 

I icici tc cncececpaditrecetiipeeniindniite $803, 577 $823, 866 $824, 866 

CORTIOT DUNE GOT VEIN iia doi hh ni cn ccccccecceseconen 28, 256 19, 283 19, 283 

Tote mansemel SOP CIO tink, ..ccodeccocsesnesessenses 831, 833 | 843, 149 844, 149 

03 Transportation of things. .....2.....~-ccccccaccccesussce on 27 10 10 

GS Printing Gil GOING. dak cn ccccceccceceeeccceseses 397 400 400 

OF CCRSE CURT ONE WIG de cha co cccdncccncescceqneseeues 3, 665 3, 941 3, 941 

OD ~ ee sh teitenitinccctensctinnnncntnieionh 11, 458 16, 400 16, 400 

eS is, sd cns dab ded dp nacneeectbecsenesounees 240 1 100 

TORRE CR an etch hldisdbinecccsducssenineesecsaee 847, 620 864, 000 865, 000 


GUARD FORCE 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: Safeguarding Government securities 


and protection of Treasury buildings (total obligations) --_.- $269, 971 $296, 500 $293, 000 
Financing: Unobligated balance no longer available_.........- 15, 029 OD Linn caccsnasene 
Appropriation (new obligational authority) -............- 285, 000 303, 000 293, 000 


Object classification 


1957 actual 1958 estimate | 1959 estimate 





Total number of permanent positions. .................. 75 75 72 
Average number of all employees-_-_-...........-...-.-..- 71 69 68 
Number of employees at end of year..........-.......-- 67 68 68 
Average GS grade and Salary-........................... 3.3 $3, 641 | 3.3 $3, 664 | 3.3 $3, 719 
01 Personal services: 
PIS ERs. waicivncubiaudcecimenabedta $250, 361 $255, 970 $252, 525 
COEREP OTOUINE GUT VIIUB «nnn ccnctccccnicdccnccuss 11, 072 13, 675 13, 165 
TERE ATR BIN V IIE 6 crecivicccsccectcccns 261, 433 269, 645 265, 690 
Ce Tr i iiieitcisecnintivnsidendccbeaeccbandenanes 25 25 
04 Communication services........................--.. 637 950 950 
G6 Printing amd TORrOGMetioll.... .. nc ccccccccccccccccuas 487 460 460 
07 Other contractual services. ......................... 1, 204 1, 425 1, 425 
08 Supplies and materials.............................. 5, 240 7, 630 7, 630 
ea rier tan se tenaces eens cncumses 865 200 200 
11 Grants, subsidies, and contributions. --..............]...........-.- aa 16, 065 16, 520 
13 Refunds, awards, and indemnities_..-.............- 15 100 100 
Te I  icicnainicncctisscicnincarnstiseiisticcnicnsitinliinanminaabal 269, 971 296, 500 293, 000 
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BuREAU OF THE MINT 
SALARIES AND EXPENSES 


Program and financing 





























1957 actual | 1958 estimate} 1959 estimate 
Program by activities: 
Direct operating costs: 
1. Manufacture of coins (domestic) _ ...............-.. $1, 803, 304 $2, 000, 000 $2, 000, 000 
2. Processing deposits and issues of monetary metals 
Is San tn ano ns cnbadatecssadasknas’ 821, 543 910, 000 850, 000 
3. Protection of monetary metals and coins---....--.- 697, 518 750, 000 730, 000 
4. Refining gold and silver bullion..................-. 528, 278 400, 000 494, 000 
S. TED GOC sos hiinn cscs ccceuswexeacscsascces 127, 673 138, 000 126, 000 
Total direct operating costs. _.................... 3, 978, 316 4, 198, 000 4, 200, 000 
Capital outlay: 
6. Replacement of equipment___.._................-.- 617, 818 193, 260 100, 000 
PR iiincensirienidienacndenadmaamncowae 4, 596, 134 4, 391, 260 4, 300, 000 
Reimbursable costs: : Fs 4 Te ny 
: TF | 789, 065 825, 000 825, 000 
Miscellaneous services to other accounts......_----- 37, 257 25, 000 25, 000 
Total velmbursable c0StB. ooo ccccewccccwccccscsccs $26, 322 850, 000 850, 000 
ots program come. 22.221... .................. 5, 422, 456 5,241,260 | 5, 150, 000 
8. Relation of costs to obligations: 
Costs financed from obligations of other years, 
BE OFS oo cck vm canamoensqutevuserssedenees —404, 666 WE, BOO No dcanieuccecc’ 
Total program (obligations) -..............- 5, 017, 790 5, 150, 000 | 5, 150, 000 
Financing: 
Advances and reimbursements from— 
eee | —37, 257 — 25, 000 — 25, 000 
Non-Federal sources: ! 
ee Or ONO COMIR.. W655 neers dens — 1, 480, 819 —650, 000 | —650, 000 
Reese res 2 ee a aaa ae aoenee ean en —190, 114 —175, 000 | —175, 000 
Unobligated balance no longer available (sale of proof | 
a IE Rahss wr pcccaitdarnaii ists makanpel ania 
Appropriation (new obligational authority) -_--......-- 3, 653, 500 4, 300, 000 | 4, 300, 000 





| 





1 Reimbursements from non-Federal sources above are receipts from foreign coinage (31 U. S. C. 367 
(Jan. 29, 1874, 18 Stat. 6)); proceeds from sale of medals and proof coins (31 U. 8. C. 369 (as amended May 10, 
1950, 64 Stat. 157)); and proceeds from the sale of personal property (40 U.S. C. 481 (c)). 
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Object classification 
































| 
| 1957 actual | 1958 estimate | 1959 estimate 
| 
— — _ _- a ~ -_— — | —— - - --- | ~ oes 
Total number of permanent positions 809 834 831 
Average number of all employees. -- 788 | 817 814 
Number of employees at end of year- --_- 798 818 818 
Average GS grade and salary--_- ; |} 6.1 $5,164 | 6.2 $5,206 | 6.1 $5, 229 
Average salary of ungraded positions__. . $4, 399 | $4, 541 $4, 558 
Personal service obligations: 
Permanent positions $3,716,052 | $3,919, 450 $3, 919, 950 
Other personal services . 381, 206 | 135, 050 135, 050 
Total personal service obligations. ‘ 4, 097, 258 4, 054, 500 4, 055, 000 
Direct obligations: : 
01 Personal services... i. | 3, 453, 000 | 3, 371, 250 3, 373, 25 
02 Travel | 44, 40, 000 | 30, 000 
03 Transportation of things_--- 17, 856 | 17, 850 | 10, 600 
04 Communication services | 19, 758 | 20, 000 | 20, 000 
05 Rents and utility services-_. | 220, 7 230, 000 | 240, 000 
06 Printing and reproduction. | 5, 6, 000 | 6, 000 
07 Other contractual services | 32, 35, 000 | 35, 000 
Services performed by other agencies___. } 1, 1, 900 1, 900 
08 Supplies and materials. | 269 270, 000 270, 000 
09 Equipment | 114, 102, 000 100, 000 
11 Grants, subsidies, and contributions : 191, 000 198, 250 
13. Refunds, awards, and indemnities_. 8, 522 10, 000 10, 000 
15 Taxes and assessments. 2, 440 5, 000 | 5, 000 
Total direct obligations 4,191,468 | 4,300, 000 | 4, 300, 000 
Reimbursable obligations: 
01 Personal services 644, 258 683, 250 | 681, 750 
02 Travel 2, 516 | 2, 500 | 2, 500 
03 Transportation of things 7 43, 115 | 38, 000 | 38, 000 
04 Communication services 8, 213 | 8, 200 8, 200 
05 Rents and utility services__. ‘ | 19, 580 | 20, 000 | 20, 000 
06 Printing and reproduction. 2, 738 | 2, 700 | 2, 700 
07 Other contractual services... - 12, 859 | 4, 000 4, 000 
08 Supplies and materials | 50, 028 50, 000 50, 000 
09 Equipment ‘ 41, 435 ; = . 
11 Grants, subsidies, and contributions. ; as 40, 600 | 42, 100 
13 Refunds, awards, and indemnities_-_-_- | 980 |_. a | 
15 Taxes and assessments 600 | 750 750 
, SS OS a 
Total reimbursable obligations 826, 322 | 850, 000 | 850, 000 
—— alice _—— 
Total obligations 7 5. 017, 790 | 5, 150, 000 5, 150, 000 
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COAST GUARD 
OPERATING EXPENSES 


Object classification 


~ —_—_—— 


1959 estimate 


| 1957 actual | 1958 estimate 


Direct obligations: 

Military: 
Average number 
Number of military personnel at end of year 26, 291 

Civilian: 
Total number of permanent positions_.-............-- 3, 305 
Full-time equivalent of all other positions } 90 
Average number of all employees 3, 162 
Number of employees at end of year 3, 633 


$4, 613 | 


$3, 477 
$4, 402 


25, 573 
26, 38 


26, 297 





Average GS grade and salary 

Average salary established by head of agency: Lighthouse 
keepers 

Average salary of ungraded positions 


01 Personal services: 
Permanent positions: 
I = hie nace cal cli ewene means oenamte 
Civilian 
Positions other than permane nt. 
OGher personal serviees........- 22... cccocccccess- 


$89, 057,311 | $91, 240, 161 
13,618,188 | 13, 765,021 
383, 911 | 398, 000 | 
262, 452 | 250, 240 | 


$90, 387, 991 
13, 932, 824 
398, 000 
252, 510 





105, 653, 422 

4, 207, 189 4, 337, 491 

2, 553, 924 | 2, 552, 485 
972, 140 | 974, 151 1, 001, 771 


103, 321, 862 104, 971, 325 
4, 319, 566 


2, 637, 730 


Travel 

Transportation of things 
COOGMATIEORS INT OOF VEOES...... 8... ccccnccesccccacsccccese 
Rents and utility services 1, 304, 122 1, 305, 000 | 1, 373, 250 
Printing and reproduction | 427, 748 | 427, 259 | 427, 259 
Other contractual services - - 13, 218, 828 13, 385, 326 | 14, 185, 743 
Services performed by other agencies 3, 175, 265 3, 385, 326 3, 385, 326 
Supplies and materials 22, 836,832 | 22, 198, 226 24, 458, 672 
Equipment , 238, 312 | 10, 306, 298 10, 944, 094 
Lands and structures 704, 801 | 250, 000 | 250, 000 
1, 062, 000 | 1, 102, 846 
Pensions, annuitie < , 027, 522 | 1, 057, 982 1, 298, 544 
Refunds, awards, : 95, 986 | 57, 302 | 57, 302 
702,913 | 1,316, 500 | , 33, 916 








164, 7 787, 444 | 168, 268, 768 | ‘11,7 
26, 262 | 27, 344 | 


27, 344 
27, 344 





164, 761, 182 | 168, 241,424 | 171, 700, 000 
Reimbursable obligations: 
Total number of positions: Military ; 3, 014 
Full-time equivalent of all other positions 4) 3 
Average number of all employees 3, 017 
Number of employees at end of yea 


01 Personal services: 
Military -__- <evneet 


| 
$9, 984, 010 
Full-time equiv alent of all other positions 


16, 7 722 | 


Total personal services pelt eetionh : | 9,867,446 |} 10, 000, 732 9, 833, 646 
Travel. -- ; Koos 497, 794 584, 540 542, 590 
7 ransports ation of things ; ; bi Saat 253, 397 209, 584 209, 684 
Communication services : s 1, 250 62, 199 | 62, 649 
Rents and utility services cas ; ; : 2, 350 4,150 | 4, 000 
Printing and reproduction_. 37,041 | 37, 041 


$9, 852, 446 | 
15, 000 


$9, 820, 439 
13, 207 


Other contractual services... -- 
Supplies and materials 
Equipment 
Grants, subsidies, 
Pensions, 
Taxes and assessments -- 


Total reimbursable obligations............-- 


Total obligations. -............... hice et aeae ‘ 


and contributions - - 
annuities, and insurance claims 


2, 942, 502 
6, 418, 779 
2, 461, 481 | 


"161, 595 | 
56, 900 


22, 663, 494 


” 187, 424, 676 | 


1, 853, 916 
8, 458, 622 
2, 794, 893 
1,076 

161, 595 
134, 300 


24, 302, 648 


192, 544, 072 


1, 800, 970 
8, 387, 936 
1, 571, 237 
1, 092 

161, 595 
129, 900 


22, 742, 340 


| 


~ 194, 442, 340 
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Analysis of appropriation base for fiscal year 1959 


Regular appropriation, 1958 act___...-__._.--..--..--..-.-_-.__- $169, 000, 000 
Supplemental appropriation for 1958_._.---_-----_-------.__._- 
Total appropriation, 1006... el ee eet 169, 000, 000 
Cost reductions: 
Activity No. 1: Vessel operations__._......._____ $556, 370 
Activity No. 2: Aviation operations__..._----_-_- 936, 870 
Activity No. 3: Shore stations and aids opera- 
COON beheld as ee 779, 975 
Activity No. 7: Other military personnel expense_-_ 421, 824 
Activity No. 8: Supporting programs_____-----_ 31, 200 
Teetd recnctieGls sank Le 2, 726, 239 
Cost additions: 
Activity No. 1: Vessel operations__.._._..-.-_---- 490, 000 
Activity No. 2: Aviation operations_._...__---_. 175, 000 
Activity No. 3: Shore stations and aids opera- 
ON 6 i eS eS Les ee 69, 050 
Activity No. 6: Administration and operational 
COMO) oe Le 40, 846 
TRG) MOGEO ss nis ok isl eed LeU, 774, 896 
Ad@vyastmemt ta Wiel 5 nh. eee Ss —1, 951, 343 
Appropriation base’ for 1000s. 2s ene ee 167, 048, 657 
Increase over appropriation base for 1959__._-_----_-__----___-_ 4, 651, 343 
Appropriation estimate for 1959_........................ 171, 700, 000 
Increase or decrease from total appropriation, 1958_.._.__-_ 2, 700, 000 


Comparison of appropriation base with appropriation estimate for 1959 

















Appropriation base Appropriation esti- Increase (+-) or 
for 1959 mate for 1959 decrease (—) 
Activity La be 
Average | Amount | Average | Amount | Average | Amount 
positions positions positions 
3, * Vi cod occlu aenees. 1967, 745, O17 {_......... /988 385, G97 | ......-... $490, 000 
2. Aviation operations. .............<}..s....<.. 2h, BBG G08 1. cceeci. 22, 633, 640 |........-- 1, 449, 546 
8. Shore stations and aids opera- | 
SES: Sitesi ciel dicta esis aati OS Ne bcwtenees [A re 2, 242, 654 
4. Repair and supply facilities. _..._|_.......--| ut | aaa © FREE Tse buts o ec tuccate<ts nee 
5. Training and recruiting facilities__|_.......- © TOR FOS Fon. 520i » OQ 3S TOO he 
6. Administration and operational | 
accel ciee cist ceitti S Rie cues sn eae ne oe ee Pe OU Connie nas 297, 546 
7. Other military personnel expense.|__.....--- 10 790; 919 4. 22... 19, 775, 364 |.........- 55, 152 
8. Supporting programs-............|-....-.-. sh RGSS Rawcicmencce © oes, Gio f...<.:..-.. 116, 445 
~ 7 - ee — a | — 
Total costs_...................| 29, 246.9 |172, 959, 267 | 29, 306.9 |177, 610, 610 60.0 4, 651, 343 
Relation of costs to obligations.__.._|......---- i—5, 910, 610 |.........- anh, GE GED bas qcnuescdiesacmecdaale 
TOR un 2 sicelieas Webinars deenendieen awvaf te GGG besscccens _|171, 700, 000 |......_- 4, 651, 343 
Adjustment in base (net)..........- | +211.9 |+1, GEE Basisicescaw Bas cose oe —211.9 | —1, 951, 343 
| I easeesrteninsens ereematasaseee(ienls eiesesnansyianstinl Aine SOI 
Total appropriation 1958 and | 
appropriation estimate for | 
1959..... aniseed 29, 458. 8 |169, 000, 000 | 29, 306.9 |171, 700,000 | —151.9 2, 700, 000 
| | 
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GENERAL STATEMENT 


The duties of the Coast Guard embrace, in general terms, maritime law en- 
forcement ; limited security of certain important ports and waterfront facilities ; 
saving life and property; providing navigational aids for maritime commerce; 
promoting the safety of the American merchant marine; and maintaining a state 
of military readiness to serve as a part of the Navy in time of war or national 
emergency. These diverse duties are reflected in the budget program which is 
presented under eight activities as follows: (1) “Vessel operations,” (2) “‘Avi- 
ation operations,” (3) “Shore stations and aids operations,’ (4) “Repair and 
supply facilities,” (5) “Training and recruiting facilities,’ (6) “General Ad- 
ministration and operational control,” (7) “Other military personnel expense, 
and (8) “Supporting programs.” 

Increases are requested for the following programs: Operating costs for one 
additional loran station are included in the 1959 budget program (this station 
is to be completed during 1958 with funds provided by the Department of De- 
fense) ; reduction in the backlog of deferred maintenance ashore and afloat; 
proficiency pay to “hard skill” enlisted ratings following the lead of the De- 
partment of Defense; adequate overhaul of aircraft ; additional merchant marine 
safety personnel to reduce the backlog of vessel construction technical reviews 
and inspections of off-shore drilling structures in the gulf area; and procurement 
of replacement vehicles. 

Savings have been effected with the completion of the program for replace- 
ment of life rafts and obsolete surface search radar on certain vessels, reduction 
in the number of military separations in 1959 compared to 1958, and reduction 
for the passenger vehicles purchased in 1958. Further reductions are reflected 
in the base as a result ‘of decommissioning the Thistle (a manned work barge), 
conversion of light stations to automatic operation, postponement of the opera- 
tion of 4 loran stations with 1 supporting aircraft, elimination of the 15 mobile 
boarding teams which commenced operation in 1958: and modification of UF 
aircraft. These savings are offset by additions to the base for the payment of 
proficiency pay in 1958, reallocation of military billets to lifeboat stations and 
the Rescue: Coordination Center, Kodiak, Alaska, and reallocation of funds 
released from the loran operation program to defray increased fuel costs for 
the operation of vessels and aircraft. 

These estimates are submitted on a cost basis. The costs to be incurred in 
1958 exceed the obligational authority requested, primarily because of con- 
sumption of inventory transferred into this account without charge. These 
items consist of aircraft equipment and parts received from the “Acquisition, 
construction and improvements” appropriation, and long lead-time procurement 
items paid from lapsed appropriations. 

As in 1958, 18 cutters are programed for the operation of 6 ocean stations on 
a reimbursable basis, with financing in the amount of $16,430,000 included in 
the 1959 Department of Defense budget. These vessels will continue to perform 
the dual functions of ocean station duty and search and rescue. The Navy 
will finance the operation of 1 oceangoing tug in 1959 to replace Coast Guard 
ships being utilized in support of certain Navy operations. 

The Coast Guard will, beginning in 1959, maintain aids to navigation for the 
St. Lawrence Seaway Corporation. This will be on a reimbursable basis. 
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EXPLANATION OF LANGUAGE CHANGES 


There are no substantive changes in the appropriation language for fiscal 
year 1959. 


Analysis of appropriation base—Operating expenses 


Appropriation allo- Net change in base, 



































cation for 1958 | Adjustments in base increase (+) or de- 
crease (— 
Cost of activity x —_ 
Average | Amount | Reduc- | Additions | Average | Amount 
positions | tions | positions 
j | ao, ae ee a 
1. Vessel operations.................}.. .-.|$47, 811, 387 | $556, 370 $490, 000 |....-.-.-- — $66, 370 
2. Aviation operations. ------ hea ; 21, 945, 964 | 936, 870 BIG GOO Wicd cece — 761, 870 
3. Shore stations and aids operations - Ties .| 45, 874,103 | 779,975 CO CUB Lik cencnos —710, 925 
4. Repair and supply facilities. ...__|__-_- aU RI UI ci ot caen ele nse soc akcallgcasdeanar as Rand aioe Sc aaaeenaen 
5. Training and recruiting facilities. _|__ _| 6, 760, 786 sniirin nab ele ais tac its ati aal asst Re alll ale 
6. Administration and operational | 
ONION 5... cn cess es Set mee 20, 350, 480 |__- 4 ae}. -. 0 +40, 846 
7. Other military See eeL eee. eee le FE ae ee Ke ei eee 
8. Supporting programs ; | -----| 6,246, 280 31, 200 | -_- istaagbesencomde —31, 200 
Total costs.__- 174, 910, 610 |2, 726,239 | 774,896 |_...._____]| —1, 951, 343 
Relations of costs to obligations. ston -| 5,910,610 |_...-- Dincic Redeemed finnicldeine 
ED Seieaenkidamaaebiamnil | 29. 458. 8 169, 000, 000 |2, 726, 239 al 774, 896 —211.9 | —1, 951, 343 
ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS, Coast GUARD 
Analysis of appropriation base for fiscal year 1959 
Regular appropriation, 1068 ach. 2:42 2 ._._. $7, 795,000 
Supplemental appropriation for 1958...._....-.-..-...-......._. 8, 100, 000 
we ee. 1 eae 15, 895, 000 
Cost reductions : 
AC ViIEG TO: 1. Veh oh crn $519, 652 
Activity No.2. Aviation facilities.._..cu.._...._-- 11, 077, 506 
Activity No.3. Shore station and navigation 
Nl loc sie ro cnnerears eae 1, 923, 008 
Activity No. 4. Repair and supply facilities_____- 198, 590 
Activity No. 5. Training and recruiting facilities__ 214, 183 
Activity No. 6. Loran to meet Department of De- 
fense requirement_________-_~_- 56, 708 
"DOCK CONG TRONS sii 13, 989, 647 
Relation of costs to obligations___._-_-___-_____-_---_- 10, 0438, 923 
Unobligated balance brought forward from 1957_____-_ —8, 152, 062 
Unobligated balance carried forward to 1958___-_____ 13, 492 


Adjustment in base (net)------_-_---_~- -euni gis ah aes = ee _.... —15, 895, 000 


Appropriation: bite FOC IDG nsec cccrsicsctmmsicscs mince iifiinnke idan. an aigge aaa 
Increase over appropriation base for 1959___-___-_---_-___--_--__- 16, 000, 000 


Aypropriation Gutimiete TO0- TUN. nin wiiniicccnnmcnncsaoenian 16, 000, 000 


Increase or decrease from total appropriation, 1958 105, 000 
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Comparison of appropriation base with appropriation estimate for 1959 


Appropriation base | Appropriation esti- Increase (+-) or 
for 1959 mate for 1959 decrease (—) 
Activity 


Average | Amount | Average | Amount | Average} Amount 
positions positions positions 


ls. 6 | $5, 365, 000 6 $5, 365, 000 
et |). ee eee 15 1, 726, 059 15 1, 726, 059 
3. Shore stations and navigation 

aids 12 | 1,503,150 12} 1,503,150 
4. Repair and supply facilities | 14 2,312,000 14 2, 312, 000 





| 10, 906, 209 47 | 10, 906, 209 

|+5, 093, 791 +5, 098, 791 

_ $$$ ft _. 

, 000, 16, 000, 000 

15, 895,000 |...--____- 33 |—15, 895, 000 


Total appropriation, 1958 and 
33 | 15, 895, 000 | +14 105, 000 


appropriation estimate for | 





GENERAL STATEMENT 


The funds requested under this appropriation title represent capital invest- 
ment for the acquisition or construction of new or replacement Coast Guard 
operating facilities, and the rebuilding or improvement of existing facilities. The 
programs planned for 1959 are for a few of the most urgent projects which 
comply with one or more of the following criteria: (a) Protect present invest- 
ment, (0) remedy a dangerous condition which presently exists, (c) essential 
to a positive operational requirement. 


Summary of obligational authority by activities 


1957 appro- | 1958 estimate | 1959 estimate 
priation 


DN Si i. ii nticinincahanadbbideadibdncadttibesedd $450, 000 $4, 000, 000 
Bei EE ON 60s, Fp nicemnitiinwoodpbindwtumdneecidl 5, 752, 000 8, 895, 000 
ITI. Shore stations and navigational aids 996, 000 1, 395, 000 
IV. Repair and supply facilities. -_...............-.--..-.-.-- 0 1, 605, 000 
V. Training and recruiting facilities 202, 000 0 


Adjusted appropriation or estimate 7, 400, 000 15, 895, 000 
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EXPLANATION OF LANGUAGE CHANGES 


There are no substantive changes in the appropriation language for fiscal 
year 1959. 


ANALYSIS OF APPROPRIATION BASE 


The appropriation acts for 1958 provide funds in the amount of $15,895,000, 
Costs incurred during 1958 are estimated to be $13,989,647 and are related to 
the amount appropriated as follows: 


Estimated cost incurred during 1958_..._..._..--.-----.-------_. $13, 989, 647 
Obligations for goods and services on order but not re- 
ceived at— 
Ce) TE FOIE sisi cisidesoesssenicinticenachtpente ei $8, 948, 136 
(0) TRG UE SOR icin ecient dene 18, 992, 059 


ison itil ik dha ii ali nah laa el +10, 043, 923 
Unobligated balance carrying over at— 


(@) Beginniiit. OF 9666. sacccsenmnienntiremnensedaat $8, 152, 062 
CO) Te CE Fe ivccanecntee<denirieanndtenaneanin 13, 492 


Net change 


EOE CRW ication snttiisisxnscacackenie easement —8, 138, 570 


Dwr Tm Gc Gate sa a ccc csi ch csc cas ann enna 15, 895, 000 
Behuction from ‘1S0S Prosrais nc ccccccnncsocsusodindennecenen 15, 895, 000 


1959 base 


Inasmuch as the projects are nonrecurring in nature, the entire amount of 


the 1958 appropriations have been deducted leaving a zero appropriation base 
for 1959. 


RETIRED PAY 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


} 
Program by activities: 


«ee eee $10, 009, 283 | $10,636,300} $11, 234, 960 

S Ce CN 8. csnnnussenpaneuasinus 10, 117, 471 10, 728, 502 11, 368, 166 

3. Chief warrant and warrant officers. --................-.-} 3, 198, 432 3, 461, 429 3, 684, 953 

4. Former Lighthouse and Lifesaving Service__........... | 1, 611, 035 1, 639, 001 1, 609, 971 
a ae ae Pee ee Ae ae 42, 366 51, 330 61, 950 

alc: TI ee I so no aueneeel — 162, 697 — 160, 000 —160, 000 
Total program (costs—obligations) -...............-.- 24, 815, 890 26, 356, 562 27, 800, 000 
Financing: Unobligated balance no longer available..........-. | 109, 110 | 43, 438 |..------------ 
Appropriation (new obligational authority) _............ | 24,925,000 | 26, 400, 000 | 27, 800, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 


| 
12. Pensions, annuities, and insurance claims_..............-.- $24, $15, 890 | $26, 356, 562 $27, 800, 000 
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Analysis of appropriation base for fiscal year 1959 


Regular appropriation, 1958 act__---_-.----.-.-_--.--.----__ $26, 400, 000 
Supplemental appropriation for 1958 






Total appropriation, 1958 

Cost reductions: 
Pe gee ee Ee $122, 794 
Activity No. 2; Commissioned officers___..._.._...___ 91, 717 
Activity No. 3; Chief warrant and warrant officers___£™£ 24,588 
Activity No. 4; Former Lighthouse and Lifesaving 

Service 7 


318, 369 






Cost additions: 
et ie: 1s Te WAN in ida, kn i encincmcen 368, 266 
Activity No. 2; Commissioned officers__._.____-___-__ 308, 074 
Activity No. 3; Chief warrant and warrant officers__ 123,577 
Activity No. 4; Former Lighthouse and Lifesaving 






a et ain ieee haeeaaeaeroel +538, 868 
ITO I icant wibanhianinoeiaig 26, 938, 868 
Increase over appropriation base for 1959_____-______________-___ 861, 132 





Appropriation estimate for 1959 


Increase or decrease from total appropriation, 1958 







Comparison of appropriation base with appropriation estimate for 1959 





Appropriation base 


Appropriation esti- 
for 1959 


Increase (+) or 
mate for 1959 


decrease (—) 



































Activity 
| 
Average | Amount | Average| Amount | Average| Amount 
number number number 
eet ities ai lihilinctaiaaaat tamil tian | 
Ses Mee... cuns el 4,938 |$10, 925, 210 5,078 |$11, 234, 960 140 | $309, 750 
2. Commissioned officers_- am 2,327 | 10, 944, 859 2,417 | 11, 368, 166 90 | 423, 307 
3. Chief warrant and warrant offi- | | 
ee eet neato. naa hada name 1,115 3, 560, 418 1, 154 3, 684, 953 39 | 124, 535 
4. Former Lighthouse and Life- 
oe YS eee 721 1, 609, 971 721 Re Basis Giuisl. cseseacet 
5. Reserve persomnel_.__.._....___- 33 | 58, 410 35 61, 950 2 | 3, 540 
6. Survivors’ benefits. _.............|--.-.--- —160, 000 sels isp I OO Us oe es 
Total co Lewecswsdens 26, 938, 868 |_.......-- <= 
Relation of cone ‘to ‘obligations... _- | sm nse Lotsa ye a aereeiy , |- ‘ 
a 26, 938, 868 000 | 271 861, 132 
Adjustment in base (net)_._.._- | —179 — 538, 868 oa +179 | +538, 868 


Total appropriation, 1958, and 


appropriation estimate, 1959.| 8,955 | 26,400,000 | 9, 405 | 27, 800, 000 450 | 1, 400, 000 
! | 
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GENERAL STATEMENT 


The funds requested under this appropriation are for retired pay of the 
military personnel of the Coast Guard, Coast Guard Reserve, members of the 
former Lighthouse and Lifesaving Service, and for annuities payable to bene- 
ficiaries of retired personnel under Uniform Services Contingency Option Act 
of 1953 (37 U. S. C. 371-881). 

The estimate of $27,800,000 for 1959 is based upon the current retired list, 
modified by expected additions and deaths. This program requires an increase 
of $1,400,000 over the funds provided for 1958, attributable to an increase of 
450 in the average number of personnel in retired pay status. 


EXPLANATION OF LANGUAGE CHANGES 


There are no substantive changes in language for 1959. 


Analysis of appropriation base—Retired pay 




















1. Trainee expense 


9 


Appropriation allo- Net change in base, 
cation for 1959 | Adjustments in base increase (+) or de- 
| crease (—) 
Activity ‘ inant | 
| Average | Amount | Reduc- | Additions | Average Amount 
number | | tions number | 
a She. wt 4 - a Beet et oa i £ : ees 
1. Enlisted ° 4,827 $10,679,738 | $122,794 | $368, 266 +111 | +$245, 472 
2. Commissioned - -- | 2, 281 | 10, 728, 502 91,717 | 308, 074 +46 | +216, 357 
3. Warrant ‘ 1, 084 3, 461, 429 24, 588 | 123, 577 +31 | +98, 989 
4. Former Lighthouse and Life- | | 
saving Service___. 734 1,639,001 | 79,270 | 50, 240 | —13 | —29, 030 
5. Reserve personnel.-_- 29 See lnceensesos! 7, 080 +4 +7, 080 
6. Survivors’ benefits — 160, 000 | zie ; Teadetaat ~~ 
Total costs....-- ee 26, 400,000 | 318,369 | 857,237 |..........| +538, 868 
Relation of costs to obligations_- gael ala tebe aul a 
i re 8,955 | 26,400,000 | 318, 369 $57,237 | +179 | +538, 868 
| | 
RESERVE TRAINING 
Program and financing 
a ss sa } 
| 1957 actual | 1958 estimate | 1959 estimate 
mame Pei e ice al spetemccinhinesaminae tha 
Program by activities: } 
! 


$3,723,150 | $5, 576, 645 $6, 556, 428 
Operation of training facilities 


3. Construction of training facilities 
4, Administration 1, 622, 514 
7, 256, 020 

—78, 655 


Total program costs_--- 
Property transferred in (—) without charge, net 


Total program costs, funded - -- 


, 177, 365 
5. Relation of costs of obligations: Costs financed from 


1, 086, OR1 | 
824, 275 | 


2, 274, 741 
1, 477, 300 
2, 171, 314 


| 11, 500, 000 


| #1, 500, 000 


11, 500, 000 


obligations of other years, net (—) —305, 643 | 
Total program (obligations) a | 6, 871, 722 
Financing: Unobligated balance no longer available. _- 128, 278 
Appropriation (new obligational authority) 7, 000, 000 


| 15, 000, 000 


3, 500, 000 


2, 324, 468 
300, 000 
2, 319, 104 


11, 500, 000 


11, 500, 000 
| 


| 11, 500, 000 
11, 500, 000 
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Object classification 



































1957 actual | 1958 estimate | 1959 estimate 
————- } |__—————_——_ | __ 
Military: 
os, cscs nc. Cabbie enc eee 345 | 662 67 
Number of military personne] at end of year._.-..-....--- | 384 622 667 
Civilian: | 
Total number of permanent positions___............-.-.-- | 7 80 80 
Average number of all employees---.-.....---.-.---.------ 62 79 79 
Number of employees at end of year..............-.------ 59 80 80 
Average GS grade and salary...-............-...---.---.-.-..- 4. 1 $3,611 | 4.1 $3, 747 4.1 $3, 804 
01 Personal services: f 7 +k 
Permanent positions: 
BRN on cticcuwd Ste blned ceed da Ueetesteoosbacseee $1, 591, 435 $2, 730, 227 $2, 858, 661 
Civilian__-_- Sm staan a Sia dhapiheue OneNote 223, 822 295, 482 299, 941 
COGHOT TOCA GOR VIOOE oe vinci «0 nocache censbecansepen | 986 1, 853 1, 871 
Drill and active duty pay of trainees.._...........--..-} 3, 083, 383 3, 909, 668 4, 495, 766 
es TNE SIT IN. o  oo cnch Samp ences re 4, 899, 626 6, 937, 230 7, 656, 239 
02 Travel.. Saeekeu Mid abk asc uwndeneun as cciepeeiaaeet 458, 023 824, 800 952, 239 
GE TIE C6 GRR Ao Sas oi son pce mbaccntn nicl 33, 290 44, 500 81, 770 
04 Communication services icennupeemnnetansabasd 17, 257 | 11, 300 11, 700 
ae | 31, 739 69, 500 89, 000 
06 Printing and reproduction- eT ee aS pee en 25, 494 | 16, 500 41, 667 
07 Other contractual services---.-_- Sbb cose ael ei cowaie 196, 351 | 772, 200 207, 594 
ee Oe Ce Ran ns oo in in bec b cckwecenc..t 790, 530 | 1, 615, 137 1, 771, 342 
09 Equipment. rai bbeniapenteeiiner seine Senininnqeatien Guana miata 245, 631 | 407, 749 405, 850 
10 Lands and structures... SS cece 158, 318 | 698, 000 175, 000 
11 Grants, subsidies, and contributions. - - BG benbsoet seas theese obeek | 18, 580 19, 617 
12 Pensions, annuities, and insurance claims-_-_-..........--- | 200 | ésnekesaad Lciedtetnke 
ere sa ee 15, 263 84, 504 87, 982 
(ee a 
NOE i rtd Ss etic bons debe ddtccdansndes 6, 871,722 | 11, 500, 000 11, 500, 000 
Analysis of appropriation base for fiscal year 1959 
ERREAT AUOLOPTIAIOR,. LUUG BCb. a cicks eis he down neensnscee $15, 000, 000 
nen “ORIINIONIIT CRIN EOP 2 iivenecitncececdiisconssscccncciossigniiaetenaameataiiemihes puchniaianeinancealioin 
Teck appropriation, 10GRis ass ccpsctnsisdanmnensesene 15, 000, 000 
Cost reductions : 
Activity No. 1. Trainee expense._........__-_-___ $1, 822, 689 
Activity No. 2. Operation of training facilities_____ 543, 996 
Activity No. 3. Construction of training facilities... 2, 643, 900 
Activity No. 4. Administration.__.._...._..____--___ 887, 261 
SI TU iS hob Ss as dh aaa caer 5, 397, 846 


Cost additions: 
Activity No, 2. Operations of training facilities___- 85, 068 
Activity No. 3. Construction of training facilities__ 188, 000 





I EN cui icin ish cscy Stik hab vn ii 273, 068 
nen Sr ROD 60 COTIINCIONG oo rice terneinnaanode welche Shee 
SUCRE NEN” ONIN scr ecsnes obec dicnercs scrap it enndembananenteinheenghaninamiegetnnsbigsaehetiaa —5, 124, 778 
BR CCIIONE THRO L010 GD ss ot ics cn emeeenscuscecs 9, 875, 222 
Increase over appropriation base for 1959______-_____--____-____- 1, 624, 778 










Bonromtation Gatimate for 1000.8. nn cen ciincencnncaccn 
Increase or decrease from total appropriation, 1958__..._.________--_ 
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Comparison of appropriation base with appropriation estimate for 1959 




















Appropriation base Appropriation esti- Increase (+-) or 
for 1959 mate for 1959 decrease (—) 
Activity  aeereesieiteiisiielthaiinigageetenisiietemnienenmniiiedamaliia 
Average | Amount | Average | Amount | Average | Amount 
positions positions positions 
1. Trainee expense_._.........-..--- $5, 531, 811 |........._} $6, 556,428 |..........| $1,024,617 
2. Operation of training facilities. ~ 306.0 | 2,085, 707 349.0 | 2,324,468 43.0 288, 761 
3. Construction of ws? facilities_|_- capclpeananhes~enmenial yg eee 300, 000 
4. Administration... --- | 304.9 ‘| 2, 307, 704 396.9 | 2,319, 104 2.0 | 11, 400 
Pete C0908 65. anpeiecdseenscouts nearides | Fe Re, A, OE Nace aentens 1, 624, 778 
Relation of costs to obligations... --.)...-.-..-- leanne (onnsaheenasenee ~--------]-+--------|------------ 
Wotekt s. 25. bis cissleecsd 700. 9 9, 875, 222 745.9 | 11, 500, 000 +45. 0 1, 624, 778 
Adjustment in base (net) ..--.-- | +160. © bE T08 FI bcredantacsboentartes ; 160.0 | —5, 124,778 
Total appropriation, 1958, and | | | 
appropriation estimate for | 
POUR cniccs Satidnccieay cane 860.9 | 15, 000, 000 | 745.9 | 11, 500,000 | —115.0 —3, 500, 000 
| | | 








GENERAL STATEMENT 


The Coast Guard must train and maintain a Reserve component to augment 
the regular service in carrying out increased duties in time of war or national 
emergency. Mobilization plans for the performance of Coast Guard tasks ex- 
panded in scope by war or related emergency require 40,000 trained reservists 
for the establishment and angmentation of shore units, vessels, and aircraft. 
These tasks include the security of United States ports, search and rescue, 
ocean station program, merchant marine safety, control of fishing vessels, and 
the enforcement of Federal laws. The Reserve training program is designed 
to provide these essential people. The Reserve Forces Act of 1955, which 
amended the Armed Forces Reserve Act of 1952, provided the authority to 
build the Reserve to meet these mobilization requirements and established the 
types of training which are to be included in the training program. 

The 1959 budget estimate provides for an increase from 10,430 to 12,106 in 
the number of reservists to receive training. Funds to support this expanded 
program are required for the direct training expense of the additional trainees; 
expanding and operating existing training facilities at Groton, Conn., Alameda, 
Calif., and Cape May, N. J., establishing 27 additional Organized Reserve 
training units; assignment of 26 additional station helpers to full-time duty 
with Organized Reserve training units; preparing existing operating units to 
provide summer training for reservists; and augmenting the administrative staffs 
controlling and servicing the expanding program. 


EXPLANATION OF LANGUAGE CHANGES 


“purchase of not to exceed six passenger motor vehicles, of which four shall 
be for replacement only.” 

The expansion of the Reserve training program in 1958 and the planned 
expansion in the future requires the purchase of motor passenger vehicles. 
Of the 6 vehicles presently being utilized, 4 require replacement. In addition, 
it will be necessary to acquire 1 additional station wagon and 1 bus. These 
vehicles will be operated in areas where General Services Administration pool 
services or vehicle types are not available. 
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DEFINITION OF COMPONENTS 


Port security.—The port security phase of the Reserve program trains per- 
sonnel to carry out the expanded wartime duties involving protection and law 
enforcement in and around waterfront areas. 

Vessel augmentation.—Personnel under this category are trained in duties 
afloat to augment vessel complements at the time of mobilization and to provide 
initial allowances of personnel for vessels to be activated for mobilization. 

Interservice training—Aviation.—Aviation flight and ground support person- 
nel are trained to provide officers and men for search and rescue flying, for 
ice observation flights, and for other Coast Guard tasks requiring the use of 
aircraft. These reservists carry out their training at Naval Reserve aviation 
training units and are classified as interservice trainees. 

Interservice training—Other.—This program provides training for certain per- 
sonnel who are unable to train with a Coast Guard Organized Reserve training 
unit through assignment to an Organized Reserve training unit of the Navy, 
or another branch of the armed services. 

Selective service liaison.—Training is afforded to selected officers who, in time 
of war or national emergency, will represent the Coast Guard in its dealings 
with the Selective Service System in the several States. 

Volunteer training.—Volunteer training units consist of certain personnel who 
are unable to affiliate with an organized unit training program but whose spe- 
cialties are essential to the Coast Guard at the time of mobilization. The 
program provides a pool of trained specialists whose services will be immedi- 
ately available. 

Siz months’ active duty.—Established by the Reserve Forces Act of 1955, this 
program requires enlisted members to serve 6 months on active duty, followed by 
7% years of service with an Organized Reserve training unit during which time 
they participate in 48 paid drills and 15 days active duty annually. 





Orrice or DEFENSE LENDING 


LIMITATION ON ADMINISTRATIVE EXPENSES, RECONSTRUCTION FINANCE 
CORPORATION LIQUIDATION 


Program and financing 


| | 
| 1957 actual | 1958 estimate} 1959 estimate 


Program by activities: 





Liquidation of lending program. | $1, 090, 206 | $340, 000 $185, 000 
Deduct portion not chargeable to limitation___- q 143, 379 | 25, 000 25, 000 
Total accrued administrative expenses.___._.......-.---} 946, 827 | 315, 000 160, 000 


= Sn  __ 

Financing: | 

Limitation_.._.....-- Ribs thee Ads eh dada | 1, 060,000 | 800, 000 160, 000 
Transferred (Reorganization Plan No. 1 of 1957) to | 

“Reeonstruction Finance Corporation liquidation | 











fund,’”’ General Services Administration . OG, OOF ton cucectpece 
“Salaries and expenses,’’ Small Business Administra- | | 

CN os. uses 2hc8 wii ‘ hws nswe$) socias 406, 000 bicess- 5... 
“Administrative expenses, revolving fund (liquidat- | 
ing programs),’’ Office of the Administrator, Hous- 

ing and Home Finance Agency..........._...---- J E —22, 000 ai 

|_———$—  —m—e_ 

LLL LT OE ICT | 1, 060, 000 | 315, 000 160, 000 

Unobligated balance no longer available. ...__.......-...- | —35, 273 |..-- Seether Ae bers oen 

Comparative transfers to other accounts--- esis ia —77, 950 





Adjusted accrued administrative expenses. -......-.-- | 946, 827 | 315, 000 160, 000 

















= a> dn ee 
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Object classification 


1957 actual 1958 estimate | 1959 estimate 

















i 
Total number of permanent positions. --_-__......_-- Sn tudiion | 148 40 18 
Average number of all employees. 105 30 17 
Number of employees at end cf year- - 92 | 18 | 12 
Average GS grade and salary----- iin --| 10.1 $7,373 | 9.3 $7,294 | 9.8 $7, 855 
01 Personal services: 

Permanent positions_- . | $760, 706 $235, 430 $135, 100 
Other personal services - -- a — 10, 980 13, 570 400 
Total personal services 771, 686 | 249, 000 135, 500 
02 Travel. 15, 588 | 3, 000 3, 000 
03 Transportation of things -| 1, 275 | 500 100 
04 Communication services | 18, 376 | 6, 500 3, 300 
05 Rents and utility services | 92, 344 | We Oe Tek nc cc : 
06 Printing and reproduction i 266 | 500 | 200 
07 Other contractual services ad | 11, 322 | 3, 000 | 1, 600 
General Accounting Office audit. : | 20, 690 | 21, 000 | 4,000 
Services performed by other agencies___. 6, 345 4, 000 | 2, 500 
08 Supplies and materials L ‘ pe U 7, 224 2, 500 900 

09 Equipment | 4 210 6... D  ahsanale 4 
11 Grants, subsidies, and contributions- os ie 15, 000 | 8, 900 
13. Refunds, awards, and indemnities_- } 400 | y soe ‘ 
15 Taxes and assessments 101 7 tod bethe 
Total accrued administrative expenses __ | 946, 827 | 315, 000 160, 000 

| 





FUND FOR PAYMENT OF GOVERNMENT LOSSES IN SHIPMENT 
(REVOLVING FUND) 


Program and Financing 


| 1957 actual | 1958 estimate | 1959 estimate 


Program by activities: Payment of claims (total costs—obliga- | 
tions) ij $47, 013 $51, 000 $51, 000 


Financing: 
Amounts becoming available: 
Appropriation 

















és winged Redcat . 100, 000 
Revenue: Recoveries of losses_. ad 711 1, 000 1, 000 
Total amounts becoming available__ skcmiaboiber 7il 1, 000 101, 000 
Unobligated balance brought forward_...................- 139, 895 93, 593 43, 593 
Total amounts available Sail ie 140, 606 94, 593 144, 593 
Unobligated balance carried forward seer dathlhesssich marin echt —93, 593 — 43, 593 —93, 593 
Financing applied to program - - _- Se ae ee 47, 013 51, 000 51, 000 





FUND FOR PAYMENT OF GOVERNMENT LOsSES 1N SHIPMENT (REVOLVING 
FunNpD) 


JUSTIFICATION FOR INCREASE IN CAPITAL 


The Government losses in shipment revolving fund was established on th® 
books of the Treasury on July 8, 1937, in accordance with the provisions of the 
Government Losses in Shipment Act (5 U. 8. C. 184-134h), whereby the Govern- 
ment assumed the risk on shipment of valuables, including money, bullion, and 
securities. This act authorized an initial appropriation of $500,000 with annual 
appropriations thereafter of $200,000 for each of 10 fiscal vears, a total authoriza- 





22904—58 
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tion of $2,500,000 and such additional amounts as may be required from time to 
time. Appropriations made to the fund through the fiscal year 1958 have 
amounted to $802,000. In addition, $91,803 was transferred to the fund from the 
securities trust fund pursuant to the provisions of Public Law 378, approved 
August 10, 1939 (5. U. S. C. 134b). 

Under the act of August 10, 1939 (5 U. S. C. 134b (1)), this fund was made 
available for the replacement of any losses of the Post Office Department while 
acting as agent of the Treasury Department in connection with the sale of internal 
revenue or other stamps and United States securities, or other obligations; and by 
the act of April 12, 1943 (31 U. 8. C. 757e (1)), the fund was made available for 
the replacement of any losses resulting from payments made in connection with 
the redemption of United States savings bonds. 

It is estimated that the accumulated savings resulting from insurance premiums 
which otherwise would have been paid to commercial insurance companies, cover- 
ing the shipment of valuables, would amount to over $70 million on the basis of 
the 1938 premium rates. 

The balance in the Government losses in shipment fund available for obligation 
as of June 30, 1957, was $93,593. Based upon the rate of increase in the charges 
to the fund in the past few years, it is estimated that during the fiscal years 
1958-59, the net expenditures will amount to $50,000 in each year, in which case 
there will nei be sufficient funds available in fiscal year 1959 to meet the antici- 
pated expenditures. It is therefore requested that the fund for the fiscal year 1959 
be increased by $100,000. 

The following table shows the appropriations and obligations by class and 
recoveries to the fund from 1938 through 1959. 


Payment on claims 


Post Erroneous 
Losses of Office (Erroneous) Armed 
Appro- | v lu: bles, Depart- | savings | Forces Total Recov- | Obliga-| Balance 
Fiseal year | priations| in ship- ment bond | leave pay- eries tions | infund 
| to fund me nt agency redemp- bond ments made 
losses tions redemp- 
tions 


ee $500, 000 , | $500, 000 
1939__. .--| 100, 000 $376 : | $376 | $376 |. 
1940... ‘ i 1, 000 i 

191, 803 ‘ 5 236 236 | 692,191 
_ 1, 000 , 955 : , 480 ; | 2,480 | 690, 
1942... ; ‘ : ; 187 5263 | 924 | 689, 
1943___ 9, 305 9, 306 9, 306 | 680, 
1944... _. 52, 35 23, O85 | 35, 409 243 | 85,166 | 595, 31 
Behe... heroes 1, 157 , 607 ss 9,764 | 6,670 | 3,094 | 592, 2 
1946_..__.- ; tore | » BZ , 407 $27, 544 J 5, 178 2, 657 2,521 | 549, 
3 : ; 9, 21¢ 21, 062 147, 520 7, 798 20, 197 |157, 601 | 392, 
1948__. 720 , 221 | 280,188 $4, 2: , 360 |102, 052 1187, 308 | 204,7 
1949_...__- | , 4 244, 443 ‘ | 24 8, 793 138, 884 |109, 909 94, 88: 
1950... ; , 000 , 381 94 102, 536 | 3, 858 | 100, 094 i, 764 | 178, 
aa , 000 4, 332 2,757 | 36,507 | , 424 50,018 | 40,168 | 9,850 | 268, 26 
1952... auk ( 2,023 | 27,371 |} 5, ¢ 35, 592 7,901 | 27,691 | 240,£ 
et atatiteneicacs 3, 66 35, 349 | >, 635 5, 712 | 32,319 3, 393 | 227, 
ee ibideieia ma | ; , 838 , 165 25, 503 , Si 20, 684 | 8,633 | 12,051 | 215, 
1065_.<.. 5,829 | 38, 761 | 2, 35, 173 1, 202 | 33,971 | 181, 
Ss cannes 567 ,198 | 45, 230 ‘ 49, 420 8, 153 | 41, 267 | 139, 
1957..._. = : 3, 44§ , olf 31,177 , 013 711 | 46,302 | 93,5 
1958 estimate. 5 9, 2, 000 | 38, 000 | , 000 1, 000 50,000 | 43! 
1959 estimate.__.| , 000 : » 000 38, 000 | ,000 | 1,000 | 50,000 93, ! 


Cumula- | | | | 
tive_....| " 5, 911 101, 227 |1, 118, 129 | 37, 090 Ps 472, 147 |900, 210 93, 593 
i | | | 


1 Transferred from securities trust fund under act of Aug. 10, 1938. 
2 Credit 


Senator Roprertson. Are there any further questions ? 

Mr. Secretary, do you or any of your assistants wish to add any- 
thing to the testimony ? 

Mr. Scripner. No, sir; except that we certainly appreciate the 
attention that you have given to our program and the grasp which 
this committee has of the problems which we have had and which 
do call for some hard decisions. 
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Senator Rosertson. You tell your distinguished Chief that we re- 
gret that he could not be here, but we thought he sent up a very good 
substitute. 

We thank you. 

Mr. Scripner. Thank you very much, sir. 

(Whereupon at 12:20 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION (2 P. M.) 


The committee reconvened at 2 p. m., upon the expiration of the 
recess, 


POST OFFICE DEPARTMENT 


STATEMENTS OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL; EDSON 0. SESSIONS, DEPUTY POSTMASTER GENERAL; 
JOHN M. McKIBBIN, ASSISTANT POSTMASTER GENERAL, BUREAU 
OF OPERATIONS; RALPH J. ALEXANDER, ACTING ASSISTANT 
POSTMASTER GENERAL, BUREAU OF TRANSPORTATION; HYDE 
GILLETTE, ASSISTANT POSTMASER GENERAL, BUREAU OF 
FINANCE; ORMONDE A. KIEB, ASSISTANT POSTMASTER GENERAL, 
BUREAU OF FACILITIES; EUGENE J. LYONS, ASSISTANT POST- 
MASTER GENERAL, BUREAU OF PERSONNEL; DAVID H. STEPHENS, 
CHIEF POSTAL INSPECTOR; HERBERT B. WARBURTON, ACTING 
GENERAL COUNSEL; M. B. FEIMSTER, ACTING DIRECTOR, OFFICE 
OF RESEARCH AND ENGINEERING; LINDSLEY H. NOBLE, DEPUTY 
ASSISTANT POSTMASTER GENERAL AND CONTROLLER, BUREAU 
OF FINANCE; AND CLARENCE N. BRUCE, ASSISTANT CONTROLLER 
FOR BUDGET, BUREAU OF FINANCE 


STATEMENT OF THE POSTMASTER GENERAL 


Senator Roperrson. The committee will please come to order. 

We are pleased to have the Postmaster General before us. 

Mr. Summerfield, we will be glad to hear from you. 

Mr. Summerrievp. Thank you, Mr. Chairman. I am always very 
pleased to appear before this committee. 

I came today prepared to read first the prepared statement which 
will take 10 or 12 minutes. 

Then I also brought with me the Deputy Postmaster General, the 
Assistant Postmasters General, our General Counsel, and other mem- 
bers of my top staff. These gentlemen all come with prepared state- 
ments, but in addition to the prepared statements they have sum- 
maries of their statements. 

If you care to have them read the summary rather than the pre- 
pared statement in order to conserve the time of the committee, they 
will be glad to do that. 

Senator Rosertson. That will be satisfactory. We want the whole 
statement, of course, and I assume we have copies here for the com- 
mittee. 

Mr. Summerrievp. That is right. 
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Senator Rogertson. Then you may give us the summary of it. 

Mr. Summerrietp. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, we deeply appreciate 
the sincere interest that this committee has always taken in the postal 
service and the sympathetic understanding with which you view our 
problems. 

RESTORATION REQUESTED 


Today we appear before you to explain and justify our appropria- 
tion requirements for fiscal 1959 and to seek restoration of $18,521,000 
of the $19,121,000 reduction made by the House in our budget request 
for that year. 

We also hope that you will aid us in obtaining a workable modi- 
fication of certain provisions of the Antideficiency Act that will avoid 
the necessity of interruptions in the postal service when mail volume 
exceeds the estimates on which Congress based our appropriation. 

Before proceeding further, I should like to introduce formally our 
new Deputy Postmaster General, Mr. Edson O. Sessions. Mr. Ses- 
sions was sworn in under a recess appointment on September 19 of 
last year. 

He was formerly president of the Sessions Engineering Co., of Chi- 
cago, a distinguished engineering and management firm. We are 
fortunate to have Mr. Sessions associated with us. With his exten- 
sive background, he will contribute much to the progress of the postal 
service, particularly in view of the extensive program of moderni- 
zation of our facilities upon which we hope we are about to embark. 


SENATE ACTION 


We are grateful to the Senate for its action in passing H. R. 583 
the postal rate bill, and for adding to it, at our request, two addition: a 
provisions. 

One is an increase of 1 cent an ounce on out-of-town letters for a 
period of 3 years. 

The other is authorization of a capital improvement and research 
program that will permit us to modernize our plant facilities that 
have fallen so far behind today’s standards in industry. 

The level of funds authorized for this program as approved by the 
Senate is $175 million a year for 3 years, but the expenditure would 
also make possible the cxnandiieen of some $1.5 billion of private 
funds for the benefit of the postal service. 

It would be inappropriate to do more than mention this program 
in passing today as it is not yet enacted into law, and when it is, we 
will be coming back to you to ask for the appropriation of the 
necessary funds to make it a reality. 


POSSIBLE DEFICIT 


This year, for the first time since fiscal 1952, when a record deficit of 
$720 million was established, we are headed for a postal deficit in 
excess of $700 million. 

In spite of the progress we have made in recent years in improving 
the economy of our operations, the steadily mounting price and wage 
levels and increasing volume of mail at inadequate rates of postage 


have caught up with ua. 
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Fortunately, the rate increases provided in H. R. 5836, when enacted 
into law, will go far toward reducing this deficit, although a substan- 
tial sum will still remain when necessary pay increases are provided 
for postal workers. 

Ot utmost significance, however, is the fact that in passing the two 
versions of the rate bill, H. R. 5836, both Houses of Congress have 
gone on record for a self- supporting postal service, after providing 
from general funds of the Treasury for those items clearly identified 
as being in the nature of a public service. 


FUND REQUIREMENTS 


Turning now to our fund requirements for fiscal 1959, our estimates 

in the President’s budget call for a total obligational authority of 

$3,421 million, which is $96 million, or 2.9 percent more than was made 
available to us for 1958. 

Nearly one-quarter of this increase, or $23 million, is due to salary 
step increases, Increases in retirement-fund contributions, and similar 
mandatory increases beyond our control. 

The remainder of the increase is due primarily to increases in the 
volume of mail. No imerease was requested in our capital research 
programs because of our hope of eventually obtaining separate addi- 
tional authority for the modernization program to which I have just 
referred. 

In the preparation of this budget, I have given instructions that 
each item is set forth in sufficient detail to leave no question whatever 
as to the price tag of each of its many components. With the everex- 
panding need for mail service, it is important that you gentlemen be 
fully informed of exactly what we intend to buy with this money. 

I know that this committee will continue to be deeply interested in 
maintaining good postal service to our millions of patrons. In many 
instances improvements in service can be effected without increased 
cost, or at less cost, but in other situations, only additional supervisory 
or clerical hours can cure the deficiency. 

The Assistant Postmaster General for Operations will be glad to 
explain more fully our renewed emphasis upon good postal service. 


HOUSE ACTION 


In acting upon our request, the House made a total reduction of 
$19,121,000, distributed over the 4 appropriations as follows: 


Administration, regional operation, and research____________-_-___ $2, 950, 000 
Qperntiens.. 22 id ibs ce Coed eo a eee 13, 468, 000 
Pommeertn thats. ii. nee esis a Sesh ee eee 1, 200, 000 
POOR isi oid ei rcecennsedd<be nints a bia tetisciaatipatiie nding the abeinbieett tate 1, 503, 000 

PN a coe nn ok a ecksen cncoesiaecaceh or oyeaenelleeiaeniel oiditieaeh apn Daasane weeasdin Steen aaasiatiares “19, 121, 000 


You may want to insert in the record at this point the letter I sent 
you on March 7 concerning these items. 

Senator Ronertrson. T he it may be done. 

(The letter referred to follows :) 
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OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., March 7, 1958. 
Hon. A. WILLIs RoBERTSON, 
United States Senate. 


Dear SENATOR RoserTsoN: We find it necessary to request restoration of 
$18,521,000 of the %19,121,000 reduction made by the House of Representatives 
in our 1959 budget estimates, as embodied in H. R. 11085 which passed that body 
on March 4. The restoration requested represents the full amount of the reduc- 
tions in all of our appropriations except in the case of “Administration, regional 
operation, and research.” We believe we can absorb $600,000 of the reduction 
in this appropriation because of the plan to eliminate district offices which devel- 
oped subsequent to the preparation of our budget estimates. Fifteen copies of 
the justifications requesting restoration have been transmitted to the clerk of 
the subcommittee. 


As you know, the postal service is dependent entirely upon the public and eco- 
nomic conditions with respect to the volume of mail that it will be called upon 
to handle. This estimate of workload must be made up from 18 to 22 months 
in advance of the end of the year for which this appropriation will be made. Mail 
volume is affected by an infinite number of variables which are exceedingly diffi- 
cult to forecast and cannot be controlled. This problem is further complicated 
by last years’ amendment to the Antideficiency Act which prevents our seeking 
a reapportionment of funds in the event the volume of mail exceeds our estimate 
and thereby would necessitate curtailment of service the moment it becomes 
apparent that approximations are inadequate. For these reasons we must re- 
quest that the foregoing sums be restored to our appropirations. 

My associates and I will be pleased to go further into the need for these funds 
at the time of our appearance before your committee. 

Sincerely yours, 
ARTHUR B. SUMMERFIELD, 
Postmaster General. 
SUMMARY OF REDUCTIONS 

Mr. Summerrievp. I shall summarize for you briefly our position 
with respect to each of these cuts. 

Our 1959 estimates for “administration, regional operation, and 
research,” called for no net increase in the number of positions pro- 
vided for these activities in 1958. The comparative dollar increase of 
$1.2 million was attributable entirely to mandatory step increases and 
contributions to the retirement funds for one additional pay period. 

Subsequent to the submission of these estimates, however, we devel- 
oped plans for realinement of the regional organization so as to bring 
our field management personnel closer to the postmasters and other 
installation heads. This will result ultimately in the elimination of 
district offices and permit an eventual reduction in field staff by pos- 
sibly as much as 460 positions. 

The proposed reorganization was discussed in some detail with the 
House Appropriations Subcommittee and we shall be happy indeed 
to go over it with you today to any extent you may desire. 

In response to the House committee’s question as to how much we 
would save by this change, we stated that the savings would be spread 
over a period of years so they might be achieved in an orderly fashion 
and largely by the process of attrition. 


EFFECT OF HOUSE REDUCTIONS 


The House committee specified that none of the cut in the appro- 
priation for “Administration, regional operation, and research” 
should be applied to research. The cut, therefore, amounts to 5 per- 
cent of the remainder of the appropriation and would necessitate a 
full reduction of approximately 480 positions by July 1, 1958. 

This cannot be done without serious derangement of our program 
and extensive reductions in force. 
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We are willing to agree, Mr. Chairman, that we can reduce our 
1959 estimates by $600,000, because of the planned reorganization, but 
must request the restoration of the balance of the cut in this appropri- 
ation, or $2,350,000. 

The House reductions of $13,468,000 in “Operations” and $1,200,000 
in “Transportation” appear to be based on the assumption that our 
estimated mail volume of 63.53 billion pieces will not materialize. 
We had built our estimates last fall on the assumption that there 
would be a growth in mail volume of 4 percent in 1958, and 3.4 per- 
cent in 1959. 

It is now apparent that the increase anticipated in 1958 will not be 
fully realized. With all the efforts being made to offset the economic 
decline, however, we see no reason why this estimated volume for 
1959 may not still be reached. We believe that it is the part of 
wisdom to have sufficient funds available to meet whatever workload 
may reasonably be expected to develop. 

We reqeusted funds for 1959 for clerks and mail handlers at post 
offices and in the transportation service sufficient to cover 263,067 
man-years of service. 

Funds allowed by the House for the operations appropriation would 
require a reduction of 2,849 man-years, or a curtailment of 1.1 percent 
in this account. 

Our estimate of manpower had already provided for an absorption 
or 1 percent in volume without any increase in man-years. 

A cut of this magnitude could, therefore, be absorbed without cur- 
tailments of service only if our volume estimates are off by as much 
as 1.1 percent, or nearly 680 million pieces. This is, of course, possi- 
ble, but I am sure that no one here can say, or would wish to say at 
this time, that it will be a certainty. 


RESTORATIONS REQUESTED 


On top of our difficulties in predicting levels of economic activity, 
we in the postal service are also somewhat at the mercy of the ele- 
ments of nature. The recent blizzard that blanketed most of the 
Nation literally cost us millions of dollars. Who knows what we 
may face next year? 

We would, therefore, ask that the cuts for “Operations” and “Trans- 
portation” of $13,468,000 and $1,200,000, respectively, be restored. 

The funds requested in the “Facilities” appropriation are not re- 
lated directly to volume, yet they have been reduced $1,503,000 by the 
House. In proposing this cut the House committee directed that 
no portion of it should be applied to the capital program, which 
accounts for $69.3 million of the $176.5 million requested for this 
appropriation. 

The cut would, therefore, have to go against our program for acqui- 
sition of new leases or our procurement of supplies. ‘There is no pos- 
sibility of reduction in our current lease payments or in payments for 
fuel, utilities, and communications, which are the only items remain- 
ing. 

The importance of maintaining our new leasing program on the 
minimum basis included in our regular budget is well known, and the 
reasoning that dictates no reduction in the capital program applies 
with equal force here. 

To absorb a reduction of $1.5 million in the supply program would 
amount to a reduction of 4 percent and would necessitate the defer- 
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ment of procurement of thousands of mimor items of laborsaving 
equipment used in the cleaning and maintenance of our buildings. 
This, 1 am sure, would be poor economy. 

A restoration of the full reduction of $1,503,000 made by the House 
in this appropriation is, therfore, requested. 


LETTER ON POSTAL-SERVICE MAINTENANCE 


With your permission, Mr. Chairman, I would like at this time to 
introduce in the record a copy of my letter to you of yesterday, in 
which I sought to enlist the aid of this committee in solving for us the 
baffling problem of maintaining adequate postal services to the public 
when unexpected increases in the volume of mail make available funds 
inadequate. I should like to read this letter at this time because it 
states quite precisely the nature of our problem and how we think it 
could be readily and simply solved without any actual loss of control 
of the pursestrings by the Congress. 

Senator Roperrson. You are recommending legislation in an appro- 
priation bill. You want us to amend the antideficiency law in the 
appropriation bill? 

Mr. Scmmerrtevp. That is how it occurred last yea 

Senator Roserrson. You may go ahead and make your r request. 

Mr. Summerrietp. I just felt impelled, in the light of our General 
Counsel’s opinion, that we try to correct this situation, probably by the 
same means by which it occurred. 

Senator Rornerrson. What committee handles legislation on defi- 
ciencies and prohibitions against succeeding deficiencies? What com- 
mittee handles that general legislation ? 

Mr. Summerrtrerp. Our General Counsel, Mr. Warburton, is here, 
and he says appropriations. 

Senator Rozertson. Well, you may proceed. 

Mr. Summerrtevp. The letter is as follows: 


Marcu 11, 1958. 
Hon. A. Wiiuis A. ROBERTSON. 


United States Senate, Washington, D.C. 


DEAR SENATOR RoseRTSON: You may recall last year circumstances beyond the 
control of the Post Office Department required us to request an opinion from the 
Comptroller General as to the applicability of the Antideficiency Act to the use of 
our appropriations. In his decision of April 12, 1957, the Comptroller General 
ruled, in part, as follows: 

“If it is determined by the Congress that the deficiency appropriation is neces- 
sary for ‘Operations,’ or if the services of the Post Office Department are dras- 
tically curtailed in the event of deficiency appropriations is made, there could be 
no question but that the Director of the Bureau of the Budget had not complied 
with the requirements of subsection (c) (1) of section 3679, Revised Statutes, as 
amended (31 U.S. C. 665).” 

With the amendment to the law subsequently enacted by the Congress and 
approved on August 28, 1957, the prohibition on deficiency apportionments was 
extended to include the actions of agency heads requesting such apportionments. 
As a result, the Post Office Department is placed in an even more difficult posi- 
tion in its financial administration and the American public is subjected to even 
greater hazards of sudden and unexpected interruptions in the service for which 
they pay. 

Although we have gotten along satisfactorily from a fiscal viewpoint this fiseal 
year, certain difficulties experienced in the past could rise to plague us again, 
possibly as early as fiscal year 1959. 


Senator Roserrson. Will you explain a little more fully how this 
is going to handicap you ? 
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Mr. SumMerrteirD. We had an experience last month. We had some 
severe winter conditions. Our costs were substantially higher. We 
don’t know at the moment how much more than we anticipated. 

Now, it could well be that we might have a series of circumstances 
that could occur in close Sequence, that could put us on the basis 
whereby we would not have a sufficient. amount of money apportioned 
for a certain operation for a given period. 

Under our interpretation of this amendment, and its effect on the 
existing statute dealing with deficiencies prior to that time, if we 
found we could not continue the regular service with the money we 
had remaining already apportioned for that purpose, we would then 
have to curtail the service to the American public and come back to 
the Congress for an appropriation. 


APPLICATION OF AMENDMENT 


Senator Ropertson. I can understand that, but I cannot understand 
your claim that this would not relieve you from this antideficiency 
regulation that. Congress thought ought to be imposed on everybody 
and thought it was on you and you say it did not apply to you and 


the Comptroller General said it did apply to you and you said “Next 
year from now on it. did apply to me.” 


Now, why do you say it does not apply to you / 

Mr. SumMerrretp, We did make our proper moves last year, we did 
request the Bureau of the Budget for proper apportionment. I think 
the question came in the delay ‘of notifying on the part of the Bureau 
of the Budget the proper committees of Congress. 

Senator Rosertson. You came up with quite a deficit. You said 
you had quite a deficit, and people would not get any mail on Satur- 
day unless we gave you more money. 

Mr. Summerrierp. The statute is very clear. If we spend money 
that has not been appropriated to us to spend and for that purpose, 
we are in violation of the criminal statute. 

Senator Roserrson. Congress said “Now, we want to know your 
best. estimate of what it is going to take you to keep going for 12 


months.” You gave it to us. You said there would be a 4 percent 
increase in the volume of mail. 


Then you divided that up into quarters. 

Mr. SumMerrievp. That is right. 

Senator Roserrson. So far as we know you have lived within that, 
that is the law: now you are asking to put legislation on here to 
change that ? 

POSSIBLE SERVICE CURTAILMENT 


Mr. Summerrte.p. I am trying to point out to the members of this 
committee, Mr. Chairman, the possibility of a real serious unfor- 
tunate situation that could well occur and the reasons therefor. 

And if it did oceur, that under the statute as it is presently written, 
as amended by the amendment that the Appropriations Committees 
of the two Houses inserted and passed by the Senate and House, and 
since became law, the first move that the Postmaster General would 
have to make, regardless of the circumstances, or the reasons, we 
would have to curtail the service to the American public before we 
could properly come before the Appropriations Committee with a re- 
quest for a supplemental appropriation. 
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Senator Rozertson. But you did not base it on an act of God or 
the public enemy and you did not base it on great unanticipated in- 
crease in mail. 

You say here: 


Or other postal transactions. 


That would be most anything. You could say “I am sorry, but the 
money is out; we just have to have more. 
Your amendment is just as broad as you can make it. 


Increase in volume or other postal transaction. 


Now, what else would you put there that that could make it any 
broader than that? 

Mr. Summerrtetp. We have no brief for the particular language, 
Mr. Chairman. But I thought I would be derelict in my responsi- 
bility not only to the Post Office Department, but to this committee 
and the Congress if I failed to specifically mention this unfortunate 
circumstance that exists because of the action of the Congress in the 
last session affecting deficiency appropriations. 

This Post Office Department went on for a good many years—— 

Senator Rosertson. Congress was all for economy last year. Right 
now it is moving in the other direction. 

The Congress determined that you should be on a limited basis be- 
cause you got under the gun, so to speak, with a supplemental that was 
not. anticipated and it was sound to put this antideficiency on you. 

The chairman of this subcommittee is going to move slowly in what 
he does. 

Mr. Summerrietp. T understand, Mr.Chairman. But Iam sure you 
agree that it is my responsibility to inform this committee what the 
effect on the operation of the post office work can be because of that 
amendment. 

I am sure that there is no Member of the Congress that wants to 
see mail service curtailed until the Congress can be requested under 
emergency conditions for a supplemental appropriation. 

You know, this could well occur, Mr. Chairman, at a time when the 
Congress might not be in session. Then what would we do under the 
circumstances ? 

TRANSFER AUTHORITY 


Senator Jounston. What is your power and authority to transfer 
from one operation to another, say from transportation to finance, or 
finance to transportation ? 

Senator Ropertson. There is a 5 percent transfer proviso with a 
slight restriction on the administration item. 

Mr. Summerrievp. That is right. 

Senator Jounston. Does that not take care of any emergency ? 

Mr. Summerrierp. That would not take care of this. Using that as 
you suggest it might be applied we might take it from something else 
and carry on the mail service to the public even though we did not 
have the money for that particular department to which it had been 
appropriated. That would not affect that. 

That is a very real problem and I thought the Congress should cer- 
tainly have the benefit of our reporting to you. 

Senator Rosertson. Why did you not present it to the House? 
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Mr. Summerrtetp. Mr. Chairman, it was the committee—the Ap- 
propriations Committees of the Senate and House—that put this 
amendment on. So Iam coming back to the same committees and sug- 
gesting that we review it. 

Senator Rosertson. What you are presenting to us was not Prec 
before the House. Why did you wait until this gets over here? Are 
you not asking us to modify or take off something we put in the bill 
last year ? 

Mr. SumMERFIELD. Please say that again, Mr. Chairman. 

Senator Roserrson. I am asking if this does not modify something 
in the antideficiency clause we put on you last year? 

Mr. Summerrretp. That is correct. 

Senator Rosertrson. Then I ask you why did you not ask the House 
to take it out? 

Mr. SumMMERFIELD. I called attention of the House to the fact and 
I thought probably they would handle it themselves, frankly. May 
Task a question? 

Senator Rogpertrson. Yes, sir. 

Mr. SumMerrierp. Was it the Senate Appropriations Committee 
that initiated this action or was it the House committee last year? 

Senator Roserrson. It was the House committee, as I recall. 

Senator JoHnsron. You see, the rules in the House and Senate are 
a little different in putting these things on. You cannot put it on 
in the House; when it come over here then we cannot raise any point 
on it. 

Senator Rogerrson. They have the Ramseyer rule in the House. 

We do not have that. Otherwise that is subject to a point or order. 

Mr. SummerrtetD. Mr. Chairman, I consider it would be presump- 
tuous on our part to belabor the question of language. I merely tried 
to provide some language which we did not do over in the House hop- 
ing they would prov ide their own language, provide the language we 
thought would achieve the desired results here with this committee. 

Whatever language this committee chooses, of course, will be most 
acceptable. 

I say again I am sure we would not want that circumstance to hap- 
pen, certainly when I know it is quite possible for it to happen. 

Senator Ropertson. You may proceed. 

Mr. SuMMERFIELD (continuing letter) : 

The House of Representatives has cut our appropriation request for that year 
largely because it does not believe that the anticipated volume of mail for that 
year will materialize. We believe that they have miscalculated because of the 
vigorous action being taken by the administration on all fronts which will result 
in an early resumption of the forward economic march of this country. 

Even if the Senate should restore the funds reduced by the House, it is con- 
ceivable that a burst of economic activity could raise the level of mail volume 
for the postal establishment beyond that originally anticipated. It seems to us 
that it is not too soon, therefore, for us to propose a change in the law that would 
solve for all time this problem of providing adequate funds for the postal service 


to meet the demands of the public without interruptions when volume estimates 
have been too low. 


After considerable study we have reached the conclusion that this could be 
achieved by a relatively simple change in the Antideficiency Act that would not 
relieve the Post Office Department of its responsibilities for economic and effi- 
cient operation but yet would give it the financial flexibility to meet changing 
economic conditions. 
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The addition of the following language to our fiscal year 1959 Appropriation 
Act, we believe, would achieve this result: 


Subsection (e) (1) of section 3679 of the Revised Statutes, as amended (31 
U. S. C. 665), is hereby further amended by striking the period at the end and 
adding the following: “or (C) in the case of the Post Office Department, an in- 
crease in mail volume or other postal transactions in excess of the estimates 
of such transactions on which the Congress based the appropriations.” 

My staff and I will be pleased to explain and justify this proposal at greater 
length at the time of our hearings on the 1959 appropriation, or at such other 
time aS you may desire. This matter is of great urgency and importance, not 
only to the Post Office Department, but to the 170 million Americans whom 
we serve. 


Sincerely yours, 
ARTHUR EB. SUMMERFIELD, 
The Postmaster General. 


EFFECT OF AMENDMENT 


If such an amendment were to be adopted, Mr. Chairman, and an 
unexpected increase in mail volume were to arise, it would be legally 
possible for us to request, and legally possible for the Director of the 
Bureau of the Budget to grant, an apportionment of funds that would 
permit us to maintain postal service at all points while we sought to 
obtain additional funds from the Congress. 

It is important to note that our “proposal, if enacted, would not 
allow us at any time to spend more money than the Congress had 
appropriated, or to spend more than had been apportioned to us by 
the Bureau of the Budget. 

Neither would it authori ize us to operate at a deficiency rate for any 
reasons other than those of increased volume of postal business, or as 
already prov ided by law. 

Mr. Chairman, the Deputy Postmaster General, and each of the 
Assistant Postmasters Genet ‘al, in accordance with your request, have 
prepared statements for submission to this committee. If you so de- 
sire, each can give a brief summary and submit the full statement for 
the record. This will save your time. 

We shall be pleased to answer any questions or furnish any further 
information that you may require. 

Chairman Haypen. Let me see if I get this. The question of 
whether you spend money will be determined completely by the facts. 
That is, if the volume of mail did increase to an extent that you could 
not handle it, then you would automatically be justified in making 
expenditures to handle it; is that right? 

Mr. Summerrtievp. If this were corrected as we suggest, we would 
go to the Bureau of the Budget and the Bureau of the Budget would 
go to the Congress, and we would ask for the —— 

Senator Jounsron. I can see if you are basing that on volume you 
have a justification for that, for this reason: 

The money that you collect goes into the General Treasury; it does 
not give you any more money to spend ? 

Mr. Summerriecp. That is right. 

Senator Jounsron. But it does give you more work to do if the 
volume comes in. 

Mr. Summerrrerp. That is right. 

Senator Jomnston. So you can see there might be some reason if it 
is based upon volume. 

Chairman Haypen. It is entirely based upon volume here. 
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Mr. Summerrieip. That is right, that is the volume used in the 
just ification for the budget. 

Senator Jounston. If you were receiving all the revenue coming 
in, it might offset a greater part of the increased volume. 

Mr. SUMMERFIELD. Automatically. 

Senator Jounston. But you do not get any more money than has 
been appropriated to you; it does not make any difference how much 
your volume might increase. 

Chairman Haypen. When a private business increases its volume, 
makes more money, and it is able to hire more people to do more things, 
if your volume increases you do not get a red cent for it unless Congress 
gives it to you? 

EFFECT OF INCREASE IN MAIL VOLUME 


Mr. Sumerrietp. That is right. You can see the embarrassing 
situation we could be in. Suppose we have a big increase in volume 
of mail; suppose we have some bad weather conditions which we 
have been experiencing during the last few weeks. Those two com- 
bined could put us in an impossible situation. 

Chairman Haypen. What we want to do is spend some money now 
that otherwise we would be spending in the future. Thereby you 
would create a deficiency before you are through. 

Mr. Summerrietp. That is right. 

Chairman Haypren. Then you would have to come to Congress and 
say, “We had to spend this in the second quarter. We are getting 
down here in the fourth quarter and we have run out of money.” 

You ask us to replace it, because you did it lawfully because of the 
increase in volume. 

Senator Jounsron. Would there be any way for you to limit it, that 
at no time would you be given the right to receive more money then 
the percentage of increase in volume? Do you see what I am driving 
at there ? 

L can see that the chairman just does not want to turn this loose. 

Senator Roserrson. Absolutely not. Any legislation as far as the 
chairman is concerned will be limited to that. 

Senator Jounsron. If he could go before the proper authorities 
and assure the Bureau of the Budget and properly show that the 
revenue was coming into the Treasury enough to offset what you are 
asking for, that is what you would be doing. 

Mr. Summerrietp. That is right. 

Senator Jounsron. All right. 


PREVIOUS APPROPRIATIONS 


Senator Roperrson. We have the record here that for a number of 
years we have appropriated more than they needed, but last year they 
went ahead and spent more than the quarterly allowance and in Jan- 
uary, with the year just half gone, he came with a great big request, 
and there was some delay on that. 

Mr. Summerrtecp. I would like to refresh your memory though, 
that I called the attention of the Congress as far back as in January 
of that year that the cut that the House had made in the appropriations 
that was sustained in the Senate left us in a position where it was al- 
most inevitable that that was going to happen to us. 

So that Congress was certainly on notice of what the situation was. 
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However, the Post Office Department itself did not violate any 
known statute, in the way we handled that. 

Senator Roserrson. No. You just spent so much money that if 
we had not given you the extra money you asked for you would have 
closed up business for a month or two. That is all. 

You said, “You can either give it to us or we are not going to jail 
try! ing to deliver mail against the law. You won’t get any mail.” 

So what could we do other than to give it to you? 

Mr. Summerrietp. What else could I have done under the circum- 
stances ¢ 

Senator Rosertson. I would not argue, but they said on the House 
side | you could have apportioned your money so as not to overspend 
it. That is what they claim. That is what they put in here now to 
require you to do it. 

Now you want to get some relief from it. 

Mr. Summerrteip. Senator, I make no claim for infallibility. I 
merely say that when I find by experience that certain conditions can 
prevail, whatever the reasons may be, but particularly by reason of 
the change in the statutory requirement or regulations, that it is my 
responsibility to so inform you gentlemen of the Legislature or the 
Congress who make the laws under which we oper: ate, § so that you can 
avoid discomfiture on the part of the general public, the Post Office 
Department and the Members of Congress. 

Senator Rozertrson. I have no desire to put you in a straitjacket, but 
2 years ago the chairman went through a rather unpleasant conference 
with the House when we just restor ed one-half of what they cut. We 
said then that they should not have cut you any. That is when you 
wound up short the next year even with what we had restored. 

Now you present this issue that you are presenting right now to 
the House and they turn you down. 

Now, we put it in there. What do you think they are going to do 
in the conference? Do you think they are going to say “We are so 
SOIrry we were very wrong; we are so glad you : corrected our mistake” ? 
Do you think that is what they are going to tell us? 

They will just sit back and say, “Well, we will meet you again a 
week from now, good bye.” 

(Discussion off the record. ) 

Senator Roperrson. You may proceed. 

Mr. Summerrietp. Mr. Chairman, General Sessions is here. He 
has a prepared statement that he can insert in the record and a brief 
summary of that statement he will be glad to read. 

Senator Rozerrson. All the Bureau heads under you can insert 
their statements and justifications and supporting data as usual. We 
want that all to be in the record in full. 

But before we hear them I think some of the members would like 
to ask you some questions. 

Mr. SuMMERFIELD. Fine. 

(The information referred to follows :) 
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POST OFFICE DEPARTMENT 


REQUEST FOR RESTORATION OF AMOUNTS REDUCED IN H. R. 11085, Fiscan YEAR 
1959, as Passep By House or REPRESENTATIVES 


Summary, postal fund appropriations 








Appropriation Budget esti- |House seneisiaal Reduction Restoration 
mate request 


Administration, regional operation, 


Pe ce en ae $64, 950, 000 $62, 000, 000 $2, 950, 000 $2, 350, 000 
OperetiomB ili wt lek 2, 703, 468, 000 | 2, 690, 000, 000 13, 468, 000 13, 468, 000 
"DOOOT Is sii os each dldsis intel 476, 200, 000 475, 000, 000 1, 200, 000 1, 200, 000 
Se a ee 176, 503, 000 175, 000, 000 1, 503, 000 1, 503, 000 

Total. ._.......-.............-...] 3,421, 121,000 | 3, 402, 000, 000 19, 121, 000 18, 521, 000 
Administration, regional operation, and research, 1959 
Bietimate, 1960: (sevited: POGTIING) oo misses de cencigesecenseinnetientc ions $64, 350, 000 
Annual appropriation, 1958_._..._._.-__-_ sevens hdaibeabelan 20, 500, 000 
Supplemental appropriation, 1958_.....--......------..-.----.. 2, 000, 000 
Current appropriation, 19008... «662. seen dene 22, 500, 000 
Functional transfer to operations___.__._...._..-___-_-_---- —$535, 000 
Functional transfers from: 
WROD cick hh ntdcciccbidecttttidtiustindincni eben eed 856, 000 
estes <0 dentine titi Sa eee ee 34, 000 
wa 355, 000 
Rapeeted enpeorrthtion,,, Gc. «.crncssevntebiencanebascioenee 22, 855, 000 
Comparative additions for proposed functional transfers in esti- 
mates, 1959—From : 
IID 55st ssiad a cbapdlctnaicenighcdicabich Siena aaloaabmsadeagiaasadaiaiaisate $34, 939, 000 
po ee a ee ee 902, 000 
I aan a ee 8, 955, 000 
SN isin scscticareininnin sensu eana ceiaeihih ahead dined, 1, 390, 000 
———_—_——- 41, 186, 000 
Comparative appropriation, 1068. 2.6 <cieedinecnneeandu= 64, 041, 000 
TO GRINEE: OINIIIN i. Sics, cncdirdonickantcanidnesdimaebidabacndinn aan —272, 000 
Total comparative obligations, 1958_...................-... 63, 769, 000 


(House hearings, pp. 58 to 125) 


(1) Page 11, line 4, of the bill as passed by the House, strike out “$62,000,000” 
and insert in lieu thereof “$64,350,000,” the revised estimate, or an increase of 
$2,350,000. 

HOUSE REPORT 


“As requested by the committee last year, the estimate for this item has been 
expanded to include the various headquarters bureaus and the administrative 
expenses of field operations. During the course of the hearings, it was disclosed 
that the field operations were being materially changed. District operations 
offices and district transportation offices are being eliminated as such. The 
clerical and administrative paperwork, formerly performed at the district level 
is reverting to the postal installation, advancing to the regional office, or being 
eliminated. District officers and their principal aids are now designated “Field” 
or “Mobile service officers, and efforts are being made to have their secretarial 
and clerical help transferred to postal installations or regional offices. Testi- 
mony was had to the effect that vltimately some 460 positions will be eliminated 
or vacated. 
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“Because of the manpower ascribed to regional and district operations last 
year, the committee, through its report, requested that a limit be placed on the 
employment of inspectors. In recognition of the present program decreasing 
administrative personnel, the committee will not continue to insist on the limita- 
tion, but hopes that the Department will exercise reasonable prudence in permit- 
ting increases in the number of inspection personnel. 

“In effecting a reduction of only $2,950,000 in the estimate, the committee 
directs that there be no reduction in the funds applied to the research, and engi- 
neering program for which the budget allocates $5,074,000.” 


JUSTIFICATION 


The original budget estimate of $64,950,000 for 1959 did not include any net 
increase in the total number of positions. The dollar increases were attributable 
entirely to mandatory automatic step increases, longevity promotions, and the 
contribution to the retirement fund for an additional pay period. 

In the House committee report it is recognized that the reorganization of re- 
gional operations so as to eliminate district offices and provide better field 
service will result ultimately in a reduction of 460 positions. This program, 
developed subsequent to the submission of the 1959 estimates, involves 
the reassignment of a large number of people and will take a considerable period 
of time to achieve. There will be no reduction in force but employees whose jobs 
are being eliminated will be used to. replace temporary substitutes at postal 
installations or fill normal vacancies in the regional offices as they arise. The cut 
of $2,950,000 in the estimates proposed by the House would require a reduction of 
485 positions effective July 1, 1958. This cannot be achieved by the reorganiza- 
tion program without disruption of service. 

It is our present estimate that the savings to accrue during 1959 from the reor- 
ganization will approximate $600,000 and we propose a revision in our estimates 
accordingly. Restoration of $2,350,000 of the House reduction is therefore 
requested at this time. Further reductions should be realized in 1960. 


Operations, 1959 


7 SE SE EE ears eres ee See Fie a $2, 703, 468, 000 


Beeee) Bere Ott. -1O6G- = ee nc sco ccescoscsarsecsal 2, 290, 000, 000 
Supplemental gporopesarion act, 106G0..=--=—-2---2.----2--s--.- 90, 000, 000 
Functional transfers from other appropriations, 1958___________ 273, 172, 000 


Atanted.-apvropriation,. 1968+... 0... 22... 2, 68, 172; 000 
Comparative adjustments for transfers in the estimates, 1958_. —34, 228, 000 
e a ——— 


PRICE MUNN, UNIS oa ta cee cee en oe gee _..... 2, 618, 944, 000 


(House hearings, pp. 125-155) 


(1)Page 11, line 15, of the bill as passed by the House, strike out “$2,690,- 
000,000” and insert in lieu thereof “$2,703,468,000,” the estimate, or an increase of 
$13,468,000. 

HOUSE REPORT 


“The committee recommends the appropriation of $2,690 million for the opera- 
tions of the postal service, an increase of $71,056,000 over the appropriation for 
1958 after giving consideration to the various fund and functional transfers that 
have taken place in 1958. The amount recommended is an increase of 2.71 percent 
in dollars to accommodate an estimated 3.4 percent increase in mail volume. It 
should be noted that the funds for the present fiscal year were based upon an 
expected increase of 4.0 percent in volume which has not, to date, been realized.” 


JUSTIFICATION 


According to the House report, the reduction in funds requested for this ap- 
propriation appears to have been based on the belief that the volume of mail an- 
ticipated for 1959 may not fully materialize as a result of current experience for 
1958, which is running somewhat behind estimates. The principal accounts in 
this appropriation directly affected by volume are those for clerks and mail han- 
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diers at post offices and in the postal transportation service. For these accounts 
we requested funds to cover an increase of 6,231 man-years of employment, or 
2.4 percent over the 1958 estimates. This was to handle an increase in volume 
of 2.09 billion pieces, or 3.4 percent over 1958. For the estimated volume there 
is no question but what our manpower estimates were very tight as a 1 percent ad- 
ditional improvement in efficiency on top of all the savings already achieved 
is substantial. 

Funds allowed by the House will result in a reduction of 2,849 man-years, or 
1.1 percent in available manpower. This reduction can be absorbed without 
curtailments of service only if there is a corresponding reduction in mail volume 
of 1.1 percent, or 680 million pieces, from the volume used in our estimates. 

The estimates for 1959 were based initially on the assumption that the 4 per- 
cent increase in volume for 1958 on which that year’s funds were justified 
would materialize, but that there would be some slowing up in rate of growth 
in 1959 that would result in an increase of only 3.4 percent in that year. By 
the time of the hearings before the House Appropriations Committee it had be- 
come apparent that the slowdown was occuring in 1958 and that volume growth 
in this year may not exceed 3.4 percent. 

There was and still is, however, reason to believe that following this drop off 
the normal rate of growth may be resumed and possibly accelerated in 1959 so 
that the resulting level of 63.53 billion pieces of mail originally estimated may 
still be reached by that year. If such proves to be the case, all of the funds re- 
quested for 1959 will be required. 

In view of the strong actions being taken on all fronts to invigorate the 
economy, which action should result in maintaining mail volume, and in order 
to avoid possible curtailments of service required by the Anti-Deficiency Act 
if appropriations are inadequate, full restoration of the cut made by the House in 
the operations appropriation is requested. 


Transportation, 1959 


Estimate, 1959__ 


eee se JlsLl usd. Lua Sa eee 


CISPR scthensh ta oh ied aetna tal 648, 0CO, 000 
+ mentansisonedl 24, 000, 000 


Annual appropriation act, 1958 
Supplemental appropriation, 1958 


Current appropriation, 1966... 2-2 ee 672, 000, 000 
Functional transfer to operations_____________ — $208, 117, 000 
Fund transfer from operations oe 7,000,000 —201, 117, 000 


Adjusted appropriation, 006... tne 470, 883, 000 
Comparative deduction for proposed functional transfer in 
estimates, 1959: To Administration, regional operation, and 

WT a ooo acter tbat Release vs inimeeeiiaenamnahebedliaatiniet ae iakonaendeek aca rhea —902, 000 


Adjusted base, 1958__ sagen eee ae 469, 981, 000 


(House hearings, pp. 155 to 182) 


(1) Page 12, line 12, of the bill as passed by the House, strike out 
“$475,000,000”" and insert in lieu thereof “476,200,000”, the estimate, or an in- 
crease of $1,200,000. 

HOUSE REPORT 


“The bill includes $475 million for appropriation for the transportation of 
mail costs of the Department. This is a decrease of $1,200,000 in the estimate. 
The comparative appropriation for 1958 includes an item of $9.0 million, set 
aside to meet in part the cost of railroad rate increases. The estimate for 1959 
does not include any part of such increases, relying instead upon a proposal for 
a supplemental appropriation estimated at $25 million. Thus in terms of strict 
compatability, the amount herein recommended for 1959 is $14,019,000 greater 
than the adjusted appropriation for 1958.” 


JUSTIFICATION 


The House approved a reduction in transportation of $1,200,000. Full restora- 
tion of this amount is requested. 


22904—58 


g 
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Most transportation costs are directly affected by volume of mail to be moved. 
There is every reason to believe that the volume estimates for 1959 will be 
achieved despite the falling off in rate of growth in the current fiscal year. 
If the volume of mail originally anticipated for 1959 does materialize, the full 
amount of the funds requested will be needed. 


Facilities, 1959 















Estimate, 1959 






Annual appropriations act, 1958 


SupeMental  AOOTONTIBTION, 1908 sxc mses renee wees netnsesnenens 






RIPEN Es RIE EAI BN ik ican acini iceinciencajpraitoninieeniptigs apo 
Functional transfers to: 


Administration, regional operation, and research _~— $34, 000 
NONE 6 6 ood chided nd ce ceecrs ens —71, 520, 000 
Functional transfer from finance____-.__-_------~ 8, 689, 000 —62, 865, 000 





A@jasted “appropriation, » LUIS... scien adenine sinsnn nnn 174, 135, 000 
Comparative functional transfer to: 
Administration, regional operation, and _ re- 
OO fas sii ee eee —1, 390, 000 
OG | fists edited wired getintnige —711,000 —2,101, 000 























SAE SIE, Vi hia nr Cities niinee 172, 034, 000 








(House hearings, pp. 182 to 199) 





(1) Page 12, line 21-22 of the bill as passed by the House, strike out “$175.,- 
000,000” and insert in lieu thereof “$176,503,000,” the estimate or an increase 
of $1,503,000. 

HOUSE REPORT 





“The committee recommends the appropriation of $175 million for this item, 
a reduction of $1,503,000 in the estimate, but an increase of $2,966,000 above the 
comparative appropriation for 1958. 

“In effecting this reduction, the committee directs that no part of the decrease 
shall be applied to the capital programs for which the budget indicates an allo- 
cation of $69,348,000.” 


JUSTIFICATION 


In proposing a reduction of $1,503,000 of the original budget estimate the House 
committee has directed that no part of this decrease be applied to the capital 
program. The proposed reduction amounts to 1.4 percent of the remainder of 
the facilities program relating to building operations and supply. 

Buildings operations consist primarily of (1) rents, utilities, fuel and building 
supplies; and (2) advance site acquisition and engineering which is subsequently 
recovered under the lease purchase or the long-term leasing programs. No 
reduction can be made in this category of expense without adverse effect on 
the program for the construction of new buildings by private capital. It is cer- 
tain that the reasons which prompted the House committee to advise against any 
cut in the capial program apply with equal force here. 

The funds requested for the supply program in 1959 are slightly less than 
those expended in 1958. A cut of $1.5 million here would amount to a reduction 
of 4 percent and could result in deferring procurement of minor items of labor- 
saving equipment used in maintenance of properties, which it is believed would 
be poor economy 
A restoration of the full reduction of $1,503,000 made by the House is requested. 




















DEPUTY PosTMASTER GENERAL E, O. SESSIONS 


Mr. Chairman and members of the committee ; the dynamic pace of our modern 
world and our exploding and shifting population have combined to present a great 
challenge to General Summerfield’s administration of our postal system. 
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This challenge is not only present in our current operations of the postal 
service, but each new day not only increases the existing problems created by 
this challenge but also creates a host of new problems. For example: 

(1) Our transportation problems are multiplying. For the last hundred 
years by far the largest share of the Department’s planning for transporta- 
tion revolved around our railroads. Today railroad after railroad is discon- 
tinuing large numbers of passenger trains and the shock to our mail service 
has been severe. In addition, a great number of communities are springing 
up which never have been served by rail and can only be reached by truck 
or air. 

(2) The public, in keeping with the tempo of modern living, now wants all 
mail delivered quickly—not just preferential or air mail. 

(3) The mail mix is changing in our post offices. For instance, in recent 
months there has been an increase in third-class mail. This could be par- 
tially the result of increased advertising activity in a period of lessened 
business activity, attracted by the low cost of this media since the third-class 
pustage has been maintained at such a low level. 

(4) Our large general post offices and terminals are located in crowded 
urban business sections. Most of these buildings are multistory and of a 
monumental style of design. They lack most of the necessary attributes 
for modern mail handling operations, including adequate trucking space. 

(5) Increasing use of automatic mail-handling devices will bring a host 
of attendant problems, all of which require careful analysis and planning. 
For instance, it is much more important to have standardization of letter 
sizes and package sizes with automatic equipment than it is when our mail 
is processed by hand. There is a definite limit to the number of variables 
that even a sophisticated piece of equipment can assimilate. 

There are many other challenging problems which are facing this administra- 
tion, most of which we are aware of, and we are making plans to study these 
problems and arrive at proper solutions which in time will be translated into 
appropriation requests before your committee. 

In general, our current thinking with regard to a solution for these new and 
increasingly severe problems includes the following methods of approach: 

(1) To improve our management, not only at the top staff level, but all 
the way down through all levels of authority to the employees who process 
and deliver the mail. 

(2) To improve our organizational structure and techniques and keep 
them dynamic rather than static so that it can cope with any situation. 

(3) To be flexible in the fullest sense of the word. By that I mean flex- 
ible in our thinking, in use of transportation, in utilization and treatment 
of our employees, and in design of our buildings and equipment. For 
example, because it is so extremely difficult to know at this time where to 
place our new buildings for future needs and to know exactly what shape 
and size they should be, the only sound approach is to make them as flexible 
as possible. We prefer to move them outside of the crowded urban areas, 
yet their location now must, of necessity, be a compromise between rail, 
truck and air transportation, with full consideration given to movement of 
mail by all three, both now and in the future. 

(4) We must accelerate our research program. We have made an excel- 
lent start but it does not as yet reflect our total needs and we are in- 
tensively planning a much broader scale research program which will be 
more in keeping with the demands of our automation program. 

(5) Our Engineering Department must be strengthened because the 
mechanized devices we are using and planning to use in much greater 
number require considerable technical knowledge for planning and design 
and installation. It is difficult to obtain the quality and number of engi- 
neers we heed under present salary limitations and employment regulations, 
but we are pushing rapidly ahead within our operating limitations. 

(6) We plan to continue studying our entire postal-rate structure on a 
long-term basis. We hope within the next year to make some preliminary 
suggestions to the Congress for further basic improvement and restructuring. 

(7) We plan to conduct a study to help us set up a comprehensive stand- 
ardization program for all sizes of mail. A good deal of eoffrt has been 
expended at one time or another on a standardization program but these 
efforts, for the most part, have attacked only a portion of the problem. We 
plan to find out how far we should go with such a program and then, with 
the approval of the Congress, sell it to the public on a nationwide basis. As 
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I mentioned before, such a program is a must because of the trend to auto- 
matic mail handling. 

(8) We plan to expand our leasing program into new fields. This is the 
program through which we have private industry build and lease post offices 
to us on a long-term basis. For instance, we are currently negotiating 
with a subsidiary of International Telephone & Telegraph Corp. to build 
and lease to use, on a 20-year straight lease basis, a complete, mechanized, 
turnkey post office. They will furnish the land, the building, all of the 
equipment and maintenance. The Post Office Department will staff and 
operate it as a pilot experiment to determine if this type of approach, 
namely, by utilizing private industry to help us solve our automation prob- 
lems, is sound. ° 

(9) Finally, upon the enactment of authorizing legislation and appro- 
priations we are ready to launch and vigorously pursue a 3- to 5-year capital 
improvement program which is based on our present concept of the needs 
of the postal service for the next 10 years. Authorizing language for such 
a program was added by the Senate to the postal rate bill when it was passed 
by that body on February 28, 1958. The program envisions tremendous 
changes in our postal plant and when completed will give you postal service 
facilities equivalent to anything in the modern industrial world. 

Our program which we are presenting to you for fiscal year 1959 thus reflects 
only a small portion of our approach to solving these problems. We believe, 
however, that our proposed budget for the fiscal year 1959 represents a common- 
sense step toward this long-term program, and we hope to be in a position to 
come before this committee in a few weeks, or at the most, months, with an 
appropriation request which will encompass much more of this long-term plan- 
ning which we believe will give the United States taxpayer the best and fastest 
postal service on earth. 





ASSISTANT POSTMASTER GENERAL J. M. McCKipspiIN, BUREAU OF OPERATIONS 


Mr. Chairman and members of the committee, I have been Assistant Post- 
master General for Operations just a little more than 1 year. Much of that time 
has been spent in learning about the postal service. 

I have concluded that the Post Office Department's principal objective can be 
stated in eight simple words: “Move today’s mail today in a businesslike way.” 

The Department has one reason for existing—to provide good postal service 
to the 170 million Americans. 

Our responsibility is to render that service as efficiently and as economically 
as possible. The responsibility is twofold—to give good service and to do this 
in a businesslike way. 

The postal service is primarily a distribution service. If it is to operate 
efficiently, it must have the necessary equipment and facilities, an intergrated 
system of transportation, and an organization specifically tailored to the postal 
service. 

On July 1, 1957, the Postmaster General reorganized the Post Office Depart- 
ment at Washington and assigned to the Bureau of Operations the responsibility 
for the management of the entire field postal service through the 15 regional 
operations directors. He also transferred to Operations the responsibility for 
coordinating the movement of mail. This reorganization of the Department 
recognized that service to the American people is a single, indivisible problem 
and that one Bureau must have that responsibility and the commensurate 
authority. 

The Department has the responsibility for the establishment of policies govern- 
ing the postal service. Our regions have the responsibility for the implementa- 
tion of those policies. We need the most simplified management structure pos- 
sible between the Post Office Department and the post offices and other postal 
installations. 

With this idea in mind, an experiment was initiated in western Pennsylvania 
April 6, 1957, and extended in August to the entire Philadelphia region. We 
introduced into the regional organization a new element in the person of a field 
services officer. The primary responsibility of the field services officer is that 
of expediting the movement of mail. He accomplishes this, not as a manager 
of postal installations, but rather by working in partnership with the post- 
masters in his area. He helps break bottlenecks that prevent or retard the 
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effective forward movement of the mails. The results to date show that the 
service has been materially improved and better regional control achieved. 

We wanted to be sure that this field services officer concept was helpful to 
postmasters because in the final analysis the job must be done by postmasters. 
To get the reaction of postmasters to this service, the National Association of 
Postmasters and the National League of Postmasters suggested that they send 
a letter to all the postmasters in western Pennsylvania asking them whether 
the field services officers had helped them in solving their mail-handling problems. 
Hundreds of letters were returned, and practically all expressed the idea that 
this was a most constructive approach to the problem of improving the mail 
service. They liked the program of having knowledgeable men contact them 
with the objectives of together finding solutions to the obstacles standing in 
the way of improved mail service in their area. 

Our experience has led to the conclusion that we should eliminate all district 
offices as such; that necessary paperwork be concentrated at the various postal 
installations and at regional offices; and that present district managers and 
assistant district managers be converted to field services officers. Within the 
past few weeks we exposed top regional management to this plan and because 
of the major changes involved considerable time will be required for its full 
implementation. 

The concept of the interpendence of post offices in providing good mail service 
is being stressed in all of our contacts with postmasters. Many postmasters have 
tended to think in terms of their local problems and thus they have in effect 
become islands of operation rather than integrated parts of a network to move 
mail across the United States. The care and timing which key post offices 
throughout the country give to dispatches of value have a decided bearing on 
the effectiveness of the mail service throughout the United States. This concept 
of interdependence and this program of “help your neighbor” will bear fruit as 
they become completely understood and accepted. 

General mail service improvement programs were undertaken in’ all our 
regions. Service improvement committees were formed, composed of regional 
officials and mail-handling supervisors. These committees visited every first- 
class post office, major PTS terminal, airport mail facility, and important mail 
transfer point. As the result of their findings and subsequent corrective action, 
service has been improved with little or no increase in cost. 

We are engaged in other programs with which your committee is undoubtedly 
familiar: 


(1) The Mailster program—the mechanization of city delivery routes, with 
the three-wheeled Mailster, sit-stand, and right-hand drive functional trucks. 
Generally this program is proving satisfactory, particularly in the southern 
portions of the United States. It is designed to take the mail load from the 
backs of our carriers while giving each residential carrier an increased mail 
load, up to 500 pounds of mail and parcel post, on wheels, thus eliminating 
a separate parcel post route and many of the relay stations formerly neces- 
sary to serve the foot carrier. We are experimenting with the Mailster in 
all sections of the country to find out whether it will perform well in more 
hilly terrain and in winter weather. Thus we will learn the full potential 
of the present Mailster and determine modifications necessary to mechanize 
routes in less favorable conditions of terrain and weather. 

(2) The Department continues to develop and test various types of me- 
chanical sorting equipment, automatic facing, culling and canceling equip- 
ment, and mail-handling systems. 

(3) We are continuously developing improvements in workload measure- 
ment for the better control of manpower in the post offices. 

(4) We are also continuously studying distribution procedures in the 
major installations to eliminate unnecessary handling and rehandling of 
mail. 


These, then, are just a few of the things we are doing to improve the mail 
service and control costs—or, to put it another way, to “move today’s mail today 
in a businesslike way.” 

We appreciate the interest that your committee has shown in post-office 
operations and the counsel that vou have given to us. It is our sincere belief 
that only through a better understanding of our problems will we get the much- 
needed help to accomplish the goal which the Postmaster General has set for 
us of delivering a letter from one city to another anywhere in the United States 
within 24 hours. 
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This statement of necessity had to be brief, and there may be points you would 
like to discuss with us further. My associates and I will be happy to get answers 
to any questions you gentlemen might have regarding our program. We believe 
that an improved mail service is vital to our Nation’s economy and to the 170 
million Americans who use this service. Therefore, we welcome your help. 


ACTING ASSISTANT POSTMASTER GENERAL RALPH J. ALEXANDER, BUREAU OF 
TRANSPORTATION 


Mr. Chairman and members of the committee, our postal transportation prob- 
lems continue to stem largely from the extensive changes taking place in pas- 
senger train service and from the inadequacy of our facilities. 

The accelerating decline in passenger train service compels the adoption of 
a new concept in surface transportation of mail. It requires also that we plan 
for greater use of air transportation, especially for preferential mail. 

A substitute service must be established to replace the now inadequate net- 
work of passenger train operations. To do so we must create new facilities in 
many areas, adaptable to alternative means of transportation. 

With approximately 90 percent (by weight) of our total nonlocal mail volume 
being freight-type traffic—i. e., other than preferential mail—we are urging and 
looking forward to the consolidation of this traffic with other similar traffic, 
such as express and small-lot freight. This concentration of volume is eco- 
nomically essential to the establishment of special high-speed freight or merchan- 
dise trains, scheduled at hours most suitable for movement of this type of traffic. 

We are also urging the coordination of such fast freight trains with increased 
use of the extensive transport services of established motor carriers. In addi- 
tion, we are seeking to share in the benefits which would flow from better utiliza- 
tion of well-planned and properly located multipurpose terminal facilities, to be 
jointly ‘used by highway as well as rail carriers in the handling of express, 
small-lot freight, and mail. 

Full cooperation of the carriers, particularly the railroads, is needed if there 
is to be a reversal of the trend in the steadily declining quality of service 
accorded such traffic. With the railroads’ cooperation and that of the highway 
carriers, freight forwarders, and the numerous shipper and small-business asso- 
ciations, we feel certain that a new service, economically attractive to the 
carriers, and filling the growing and urgent nationwide public need for better, 
less costly service for parcel post, express, and small packages of freight can be 
developed. 

As I say, we are working toward this end. Progress has been made during 
the past year in effecting some coordinated rail-highway operations. 

Plans are materializing for testing in postal service two new types of highway 
vans which can be easily transferred to rail or vice versa without unloading. 

One type is an improvement on the piggyback concept. It is called the flexi- 
van system. 

Just as in the case of piggyback, the mail is loaded at the post office into a 
truck-trailer, moved by tractor to a railroad siding, loaded onto a flatcar, moved 
by train to destination, unloaded, and again moved by tractor to the post office. 
The difference is that piggybacking is limited to those points where the railroads 
have built special facilities for loading and unloading the trailer bodies onto 
and off flatears. Flexivan requires no such special facilities. It can be used 
at any point and with the loading, anchoring, and unloading accomplished in a 
matter of minutes—quite unlike piggybacking. 

The other type is a tractor-trailer unit that can be operated on both rails and 
on the highways. It is called the rail van. This vehicle, which looks like an 
ordinary semitrailer, has two sets of wheels, one rubber tired for highway travel, 
the other flanged for use on rails. A compressed air motor seesaws the two 
sets of wheels so that when one is up, the other is down. It is moved on and off 
the railroad track by a gas-powered transfer vehicle, and is hauled on the high- 
way by an ordinary tractor. 

Both operations obviously will save us the present cost of messenger service 
between post offices and railroad stations. 

The western railroads suggested an increase in mail pay of 75 percent and 
the southern railroads of 57 percent, for a total of approximately $120 million 
annually. Prior to a hearing before the Interstate Commerce Commission, both 
the western and the southern railroads met with us and agreed to accept an 
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increase approximating 714 percent, or $14 million annually. These agreements 
have since been approved by the Interstate Commerce Commission. 

The eastern railroads have petitioned the Commission for an increase of 70 
percent, or approximately $82,200,000 annually. Two of them have since set- 
tled by agreement for 7% and 10 percent, respectively, and are withdrawing from 
the Eastern Mail Pay case. 

The settlements negotiated are all retroactive to July 1, 1957. They likewise 
call for future mail payments being on the basis of actual space used in cars— 
something that we have long been advocating; something that is mutually bene- 
ficial to the railroads and the Post Office Department. 

The other eastern railroads apparently have concluded to await the Com- 
mission’s decision on their petition for the full 70 percent, retroactive to 
July 1, 1956. 

Substantial economies were effected by establishing additional rail shipping 
points for mail equipment (mail bags and locks), and by transferring 13 million 
pounds of traffic from long-haul trucking to rail freight. Economies likewise 
were realized through direct deliveries of empty equipment to large users in 
metropolitan areas, rather than rehandling it through warehouses. 

There was a continued improvement in the settlement of railroad claims to 
the extent that approximately 96 percent of all rail claims are now being settled 
within 30 days after completion of the service. Likewise, approximately 15 per- 
cent of all airmail claims are being settled on a tolerance basis, thus eliminating 
the former costly process of a 100 percent check. 

Internationally, we finally succeeded in having Mexico agree to accept bulk 
billing on parcel post. This procedure calls merely for a dispatch bill listing 
total parcels and sacks, total weight, and consecutive numbers on the parcels. 
Previously, parcels were descriptively listed with the name of the sender, the 
post office of origin, the name of addressee, and the office of destination. In 
addition, the parcels had to be segregated into six separate weight categories. 

Procedures for collecting customs clearance and delivery fees were simplified. 
Collections on incoming mail from foreign sources are now limited to addressees 
whose articles have been assessed with duty by the Bureau of Customs. -Fhe 
funds due Customs, and the charges due the Post Office Department, are both 
collectible by the post office carriers upon delivery. 

Arrangements were made with the Bureau of Customs to increase the volume 
of mail processed at ports of entry, including international airports, rather than 
at interior points in order to minimize delays by rehandling and rerouting. 

Bilateral agreements were made with Nicaragua and Spain for insured parcel 
post. Formal agreements replacing informal arrangements were entered into 
with Ceylon and Pakistan. Acting as intermediary for the Department of De- 
fense, the Department concluded a parcel-post agreement between the Ryukyu 
Islands and the Government of Formosa. 

Tests of paper sacks for international airmail were inaugurated from New 
York and Chicago to Great Britain and Switzerland. 

There were also some significant developments at the Universal Postal Union 
Congress held in Ottawa last summer. 

Recognizing increased postal operating costs, the UPU adopted a proposal au- 
thorizing member countries to increase by 25 percent the postage rates for 
regular international letter mail and other articles. 

The agreement governing letter mail was amended to permit the use of indicia 
showing postage paid on mail posted by other agencies of the Government. This 
establishes internationally our simplified low-cost system of collecting postage 
from other agencies of our Government. 

Proposals to reduce air transportation charges collected, for example, by 
United States air carriers for transportation of mail of other countries were 
defeated. This assures our international air carriers the substantial revenue 
benefits from foreign mail operations and accordingly lessens their possible need 
for subsidy payments. 

Our proposal was adopted which will protect United States postage revenue by 
precluding large mailings in other countries by persons domiciled in the United 
States for ultimate delivery of the mail in the United States. 

Also adopted unanimously was the United States proposal for an Annual Inter- 
national Letter Writing Week. 

Most significant, however, from the standpoint of the United States prestige 
and opportunity to contribute to worldwide improvement in postal service, was 
its election as president of the administrative council of the newly established 
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Consultative Committee for Postal Studies. This committee, now a permanent 
organ of the Postal Union, is charged with making studies and developing 
information of technical, operational, and economic interests to postal services 
throughout the world. As president of the administrative council, the United 
States will preside over its work for the next 5 years. 

To sum up, Mr. Chairman, the evolution in transportation, the technological 
advances in methods of handling and distributing materials in surface trans- 
port, the increased speed and improved facilities in air transport are the key 
factors in our planning for speedier, less costly delivery of mail in the future. 
By the same token, never in the many years spent in the transportation field 
have I seen greater opportunities for the alert purchaser of transportation or 
more competitive challenges for the supplier of transportation. 


ASSISTANT POSTMASTER GENERAL HYDE GILLETTE, BUREAU OF FINANCE 


Mr. Chairman and members of the committee, in my general statement cover- 
ing the overall financial presentation of the Post Office Department budget for 
fiscal 1959, I will outline certain changes in organizational structure of the 
Department as a whole that took place in fiscal 1958. The specific changes made 
that affect the Bureau of Finance were the transfer of the Division of Internal 
Audit to the Bureau of the Chief Postal Inspector; the transfer of responsibility 
for procurement of stamps and accountable paper to the Bureau of Facilities; 
and the transfer of responsibility for the selection of philatelic stamps to the 
Office of the Postmaster General, under the direct supervision of the special 
assistant to the Postmaster General. 

As you know, the Bureau of Finance has overall responsibility for accounting, 
cost analysis, budgeting, postal rates, money orders, postal savings, the sale 
of philatelic stamps at headquarters and for mail order, banking, financial sys- 
tems and procedures, reports and records management, forms control, and eco- 
nomic and statistical analyses. We have worked constantly to simplify and 
strengthen the procedures in these areas. 

Since 1953, emphasis has been on the reorganization, development, and installa- 
tion of modern accounting techniques and procedures. Today, providing adequate 
data for making management decisions is the important part of the Post Office 
Department’s controllership program. While considerable savings have been 
realized from centralizing mechanized clerical functions, increased benefits are 
also being realized in improved financial control. 

Important strides were made in fiscal 1957 in (1) developing uniform operat- 
ing and cost reports for various levels of management: (2) improving budgetary 
techniques; (3) drafting codified procedural handbooks: (4) developing a per- 
sonnel statistics program; (5) reducing the number of forms and improving 
paperwork management; (6) completing the decentralization of “line” financial 
functions to field units; (7) improving accounting control and data processing 
methods: and (8S) extending statistical sampling techniques. 

Since the Bureau of Finance is responsible for technical guidance to regional 
eontrollers (who are administratively responsible to the regional operations 
directors), renewed efforts were made to establish a closer personal relationship 
with each of the 15 regional controllers. Field liaison personnel in the Bureau 
also work constantly with the regional controller offices on staffing and work- 
load problems, improving mechanized payroll accuracy, simplifying procedures, 
streamlining reports required, and holding down work backlogs. 

On the basis of strengthened and more effective relationships established with 
regional controllers it Was possible to launch a definite program in Our larger 
post offices to assure that advantage be taken of modern controllership concepts 
to serve the postmasters. This has had the active participation of the regional 
operations directors, the postmasters, and the regional controllers. A Chief 
Accountants’ Handbood was developed last summer and put in use, which places 
the chief accountant squarely on the postmaster’s staff and makes him the 
financial adviser of the postmaster. It provides for the first time a checklist 
and explanation of this financial officer’s duties. We feel that it is at the 
operating level that controllership can help management most. 

During the past year, we have devoted special attention to reduction and 
simplification of reports originating at all levels. Results have been encourag- 
ing. In addition, our forms-control program has eliminated or standardized 
thousands of local forms used in post offices. 
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The specialized procedures and instructions necessary for compiling revenue, 
volume, and cost data for cost ascertainment purposes at sample field installa- 
tions have heretofore been issued in nine separate instructional pamphlets and 
‘various special letters. Three fiscal. handbooks were developed during 1957 
consolidating and providing all these instructions in convenient reference form. 

Studies of statistical measurement of data produced by the cost ascertainment 
system, and use of probability sampling techniques designed to reduce sizes of 
samples taken into account, were initiated during the year. Consultants experi- 
enced in the practical application of statistical sampling to accounting problems 
were engaged near the close of the year to further improve the program, and 
we intend to move forward rapidly in applying random or probability sampling 
techniques in our cost ascertainment work. 

Another area of special emphasis has been in the completion of a coordinated 
series of functional handbooks codifying all instructional material for use in 
regional controller offices. Our finance program is an integral part of the joint 
program to improve accounting in the Federal Government. The ninth annual 
progress report, dated January 3, 1958, published jointly by the Treasury, 
Bureau of the Budget, and General Accounting Office, commented at length on 
the status of the Post Office Department’s work under this program. In part, 
the report said: 

“In conformity with Public Law 863, and in response to the Bureau of the 
Budget’s bulletin No. 57—5, the Department formally presented its current 
plans for completing the modern industrial-type controllership program inaugu- 
rated in 1953. Many of the financial management improvement objectives of 
Public Law 863 have already been fulfilled or are near completion.” 

The revised money-order system, installed at all first- and second-class 
post offices, effective October 1, 1955, was extended to all third- and fourth- 
class post offices last year. This system incorporates the use of three-part 
punched-card money order forms and eliminates the application formerly 
filled out by the patron. This change has reduced issuing time about 40 per- 
cent and facilitates the adoption of issuing machines in offices where volume 
warrants their use. While an audit backlog still exists at the money order 
center, steps have been taken to reduce this accumulation slowly but steadily 
without any increase in anthorized personnel. 

As you know, the bulk of the accounting, disbursing, cost analysis and budg- 
et work is performed in the 15 regional controller offices. The budget of the 
Bureau of Finance now covers only the personal services and expense of 
the Washington personnel and the Kansas City money order center, and bi- 
annual fidelity bond premiums. In keeping with our continuous effort to 
reduce our headquarters personnel, we are asking for funds for five less em- 
ployees in the Bureau for fiscal 1959, after giving effect to all functional trans- 
fers. The reduction of $342,000 in our request as compared with fiscal 1958 
reflects this plus the fact that we will not have to pay a fidelity bond premium 
that was in the 195S budget and will not become due again until 1960. 

I would now like to introduce the budget presentation of the Department, by 
commenting briefly upon results of fiscal years 1957, and 1958 to date. 


FISCAL 1957 OBLIGATIONS 


On April 16, 1957, the Congress granted the Department a supplemental 
appropriation of $41 million for operations. This brought the total appropriated 
for the year up to $3,025.83 million. Onur actual obligations for the year against 
appropriated funds amounted to $5,018.4 million, leaving an unobligated balance 
of $6.9 million, or less than one-fourth of 1 percent. As it turned out, it 
appears that it was not necessary to defer both the procurement of supplies 
in the amount of $3 million and the reimbursement of uniforms in the amount 
of $4 million, as we did. However, it is obviously impossible to estimate 
for an operation such as ours fund requirements with this degree of exactitude, 
even in the aggregate. The task is even more difficult when the funds are 
broken up into over 80 different allotments spread over 15 regions and head- 
quarters, the overobligation of any one of which would constitute a violation 
of the Antideficiency Act. 

FISCAL 1958 ESTIMATES 
When the supplemental estimates for fiscal 1958 were developed in the 


early months of calendar year 1957, it was believed that the mail volume for 
1958 would run at elast 4 percent over 1957. The request for the 1958 supple- 
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mental was based on this premise which was justified by the conditions then 
existing. The general business recession that has since developed came earlier 
than we expected and our volume estimates for 1958 may therefore not be 
reached. However, the Interstate Commerce Commission, on December 30, 
1957, authorized rail rate increases estimated at $14 million annually for the 
western and southern railroads retroactive to July 1, 1957. The request of the 
eastern roads for an increase is still before the Commission. We have already 
been able to earmark for this purpose $9 million of our 1958 appropriation 
(as shown in the budget document) and hope that we may be able to cover 
the entire liability for the western and southern roads without a supplemental 
appropriation before the year end. 


FISCAL 1959 ESTIMATES 


The 1959 estimates were based on the assumption that the normal growth in 
mail volume would continue through fiscal 1958 at an annual increase rate of 
4 percent and that in fiscal 1959 this rate would fall off to 3.4 percent. In 
the light of What unexpectantly happened in the last 4 or 5 months in the busi- 
ness world, it is possible that the situation may be just about reversed; i. e., that 
the increase in 1958 may be around 3.4 percent and in 1959 about 4 percent. 

No one, I am sure, knows better than this committee the difficulties with which 
the Department is faced in trying to anticipate its workload and related fund 
requirements so far in advance. Our operating requirements are not of our 
own choosing but are the result of economic forces and the personal habits of 
170 million people. In view of the extensive nature and wide variety of actions 
being taken to invigorate the national economy, we believe that it is still possible 
that the estimated mail volume of 63.53 billion pieces may be achieved in 1959. 

Nothing has been provided in the appropriation request for fiscal 1959 to cover 
the general increases in railway mail pay, which were pending before the Inter- 
state Commerce Commission when the budget estimates were developed. The 
President’s budget specified that a supplemental request for this purpose, esti- 
mated at that time to be $25 million, would be submitted at a later date. Since 
then, as we indicated, the Interstate Commerce Commission has awarded in- 
creases to the western and southern railroads which will cost the Department 
about $14 million annually. The award to the eastern railroads is still before 
the Commission. 

Supplemental funds for 1959 will also be required for any pay increase that 
may be enacted into law. The President’s legislative program calls for in- 
creases in basic salaries of Government employees generally. The cost of pay 
increases added to H. R. 5836 by the recent Senate action would approximate 
$320 million for fiscal 1959. 


REALINEMENT OF APPROPRIATIONS 


In report No. 68 submitted by the House Committee on Appropriations on 
February 15, 1957, the Department was directed to include all expenses for ad- 
ministration, regional operation, and research in one appropriation. In com- 
plance with that request we are proposing in this budget the transfer of head- 
quarters expenses of the Bureau of Operations, Transportation, Finance, and 
Facilities to the appropriation for administration, together with the cost of 
regional officers in the field. In order to make the appropriation title more 
descriptive, it has been changed to “Administration, regional operation, and 
research.” The change in alinement will permit the elimination of the ap- 
propriation “Finance,” the former finance function of procuring stamps and 
other accountable paper having been transferred to be Bureau of Facilities 
in 1958. 

ADMINISTRATIVE REORGANIZATION 


For the purposes of effecting better coordination and control of all postal 
installations as well as providing a more logical arrangement with respect to 
responsibilities, several major changes were made in our organization structure 
in fiscal 1958. 

Transfers of appropriated funds, where necessary, corresponding to this func- 
tional realinement were effected as at the beginning of fiscal year 1958, with 
the approval of the Bureau of the Budget, under the authority of our cur- 
rent appropriation act. Positions, and in most cases personnel, were also trans- 
ferred with the transfer of the responsibilities. For comparative purposes 
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the actual costs incurred for the activities concerned have been restated in the 
1957 fiscal year figures under the appropriations and accounts where the same 
functions are now carried. 

Most of these changes have been referred tg in the opening statements of the 
various bureau heads concerned or will be brought out in the testimony con- 
cerning the budget estimates. I shall therefore simply list them for reference 
purposes at this point: 








Activity From— To— 
Regional offices__. _........-...-.}| Deputy Postmaster General_....| Bureau of Operations. 
Postal Transportation Service.......| Bureau of Transportation -----.-- Do. 
Motor vehicle service Bureau of Facilities. ._........-.- Do. 
Procurement of stamps and account- | Bureau of Fimance-_--._.-...-..-- Bureau of Facilities. 


able paper. 


RT Ro ok ecg na kc ore «sagittal: intaeicanis _..--.----------| Bureau of Chief Postal Inspec- 
tor. 
Philately (except sales) _............_|----. do__..-.._.......-......-.-..| Office of Postmaster General. 
Real-estate acquisition_...........-.- Bureau of Chief Postal Inspec- | Bureau of Operations. 
ter. 


ASSISTANT POSTMASTER GENERAL ORMONDE A. Kren BUREAU OF FACILITIES 


Mr. Chairman and members of the committee, Since I appeared before your 
committee last year, there have been several changes in the three programs 
ef the Bureau of Facilities—the vehicle service, the supply service, and real- 
property management. These changes are reflected in this budget estimate pre- 
sentation, and include the transfer to the Bureau of Operations of the field- 
service costs, of the vehicle service, and payments to the Federal Reserve banks 
for processing money orders; the transfer from the Bureau of Finance of the 
procurement of stamps and accountable paper; and the transfer of facilities 
headquarters costs to the departmental administration account. 

The Bureau of Facilities budget presentation now consists of costs for real- 
property management, exclusive of administrative staffs; the cost for the supply 
service, exclusive of Washington administrative staff; and the capital program, 
including procurement for the vehicle service. 


VEHICLE SERVICE 


The major change affected the funds for the field operation of the vehicle 
service. Formerly handled under an allotment system, forced by a divided situ- 
ation since 1955, with line control under regional directors, but budget re- 
sponsibility under the Bureau of Facilities, these funds were transferred to the 
Bureau of Operations as of July 1, 1957. This change marks the completion of 
the planned reorganization begun in 1953 by the Bureau of Facilities of the ad- 
ministration of the Post Office Department fleet. 

During fiscal year 1957, the Department moved closer toward its goal of con- 
verting the composition of its fleet, wherever possible, to lighter, less costly, and 
more maneuverable trucks. At the end of the fiscal year, about 40 percent of 
the fleet consisted of standard, commercial, production-line vehicles. Experience 
to date shows lower capital and operating costs, and the resultant interchange- 
ability of parts has helped the Department to service more vehicles with fewer 
parts and materials in inventory, and, further, that it will be of great advantage 
in the event of national-emergency conditions. 

The procurement planned in this budget presentation provides for replace- 
ment of deteriorated, obsolete, or unsuitable vehicles in line with this policy, 
plus the planned expansion and extension by the Bureau of Operations of the 
program to mechanize and extend foot routes. 

Although the field line administration costs of operating the vehicle service 
have been transferred to the Bureau of Operations, certain minor elements 
remain in the Bureau of Facilities budget. The buildings operations expense 
for vehicle maintenance facilities is included as a separate item in real-property 
management and remains about the same as last year. 

The procurement costs for new vehicles and garage equipment, plus the capi- 
talized costs for reconditioning of heavy trucks, remain, with some offset for 
salvage on disposal. 
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It is planned to continue the program of reconditioning certain classes of heav- 
ier trucks. This method of extending the life of the heavy trucks has proved 
to be economically sound and acts as a stopgap in the fleet transition program 
until a new standard 2-ton chassis has been found to accommodate 2 body sizes. 
There is no advantage to the replacement of heavy trucks when economic life 
expectancy can be extended, when disposal value is low, and new models which 
offer little in the way of functional improvements cost more and particularly 
when their work will soon be handled by either a dual purpose lighter standard 
chassis or a semitrailer. 


REAL-PROPERTY MANAGEMENT AND CAPITAL PROGRAM 


The costs for the real-property-management program of the Department in- 
cluded in our budget estimate are shown as “buildings operation expense.” ‘The 
costs included are for leases, month-to-month rentals, and the operations of 
these buildings, plus the housekeeping costs, other than custodial personnel, 
for the Government-owned buildings operated by the Department. 

During fiscal year 1957, our leased space increased about 10 percent, and 
fiscal year 1958 should show about the same result. We have been able to 
keep pace with our normal commercial leasing program. This budget estimate 
covers our regular, planned, day-to-day operating program, and should not be 
confused with the proposed rehabilitation program, which is a part of H. R. 
5836 as amended by the Senate and now being considered by the Congress. 

So far, fiscal year 1958 contracts for about 400 new leased buildings have 
been entered into under this program. Costs per square foot for leased space, 
at least for the present, have become pretty well stabilized for several reasons. 

There are well-qualified professional real-estate men, trained in post-office 
needs, applying modern real-estate techniques in the field. 

Increased use of functional-type buildings, which have been built for our 
occupancy, while better suited to mail-handling operations, also are less expen- 
sive. We have been able to obtain greater public competition through the use 
of assignable site-option procedures and widespread advertisement for bids. 

Buildings management costs, such as fuel and utilities, building supplies, 
and services, will increase in fiscal year 1959, due to the greater space occupied 
and increased procurement cost, particularly for fuels. 

Our obsolete and inadequate Federal buildings continue to be a major ob- 
stacle in moving the mails. We are vigorously attacking this problem with 
the resources we have available. 

The large backlog of necessary alterations and improvements to existing Fed- 
eral buildings is being approached through a planned survey program on a 
priority basis, because of the modest funds available to General Services Admin- 
istration for this purpose. 

Mechanization of postal operations is essential, and these required alterations 
are coordinated with the installation of new automatic equipment. 

The Post Office Department’s light, color, and ventilation program has been 
very effective in the limited number of installations where it has been com- 
pleted. It is estimated that, from the beginning of this program in 1953 
through the end of fiscal year 1959, including the sum asked for in this budget, 
1314 million square feet of the 40 million square feet in the original estimated 
backlog will have been improved. The program is moving slowly, however ; 
where work has been completed for each dollar expended, value has been 
received in terms of improved working conditions, better morale, and improved 
efficiency. 

For the first time, capital or investment items are clearly distinguished in 
this presentation from operating or recurring costs. 

The capital program remains at about the same level as comparable figures 
in fiscal year 1958. 

Funds for postal equipment, including the replacement of old, wornout, and 
obsolete items and for new, complete installations, such as modern low- 
type counterline, lockboxes, and workroom furniture, necessary to meet the 
building program, will slightly increase. 


SUPPLY SERVICE 
The Supply Service has continued to meet the supplies and equipment require- 


ments of the operating bureaus in a timely and efficient manner. With the new 
concept of supply responsibilities and the availability of many new modern and 
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labor-saving items of equipment and supplies, as well as the increase in common- 
use items, this program has continued to expand. The new procedures under 
decentralization are now fairly well understood throughout the Department, and 
thus supplies and service requirements show improved control and programing. 

The program of the Bureau of Facilities, as represented in this budget esti- 
mate, provides for improved vehicle, supply, and real-estate support for the 1959 
program of the postal establishment. Some of the specific line items have been 
increased in fund requirements, others through improved applications have 
been reduced. The net result is a budget of slightly over 2.5 percent above the 
1958 level, which we feel is not only justified, but is a minimum requirement. 


ASSISTANT POSTMASTER GENERAL LYONS 
BUREAU OF PERSONNEL 


Mr. Chairman and members of the committee, we believe we are making steady 
progress in bringing a better understanding of progressive personnel management 
to the postal service. Our major efforts during the coming fiscal year will be 
directed toward developing supervisors in their responsibilities for personnel 
management including particularly safety, relationship with employee organiza- 
tions, and training of subordinate employees in on-the-job skills. In implementing 
such a program our task primarily is one of communication and education. 

This problem of providing training for each of 525,000 postal workers at more 
than 38,000 locations throughout the Nation is not easy and will require years 
of effort. Continuing work to provide written policy guidance, training, and 
personnel tools has substantially advanced the development of our supervisors. 
Similar efforts are helping to improve employees’ skills. These efforts will be 
extended in the year ahead. Through improved supervision and development 
of employees we hope to weld postal field management and postal workers into 
a fully productive team. 

Specifically our training program includes management development seminars 
and supervisory training courses sponsored by regional directors, and numerous 
courses and visual aids for on-the-job skills training. Particularly noteworthy 
has been the increasing use of scheme instructions with a noticeable drop in 
mail distribution errors where such training has been given. Instruction in 
facing mail, apprentice training in motor-vehicle maintenance, and makeup and 
dispatch of mail have been effectively utilized. Guides for supervisors in orient- 
ing new employees and in the proper administration of sick leave have been re- 
cently issued. New training films now in use or in production include mail facing, 
lift safely, and semiautomatic parcel sorting. Publications covering manage- 
nment-development-conference techniques and a guide for window clerks are other 
examples of our efforts to supply effective management tools directed at specific 
needs suggested by regional staffs and postmasters. 

Judicious use of training Outside the postal service has contributed to our 
efforts toward management improvements. The 15 regional directors par- 
ticipated in the American Management Association’s management course along 
with representatives of leading business organizations. 


The results have been 
gratifying. 


The participants were enthusiastic in their praise of this training 
and we have noted considerable improvement in the utilization of available 
staff services by the regional directors since attending the AMA course. Other 
specialized instruction outside the postal service included courses in accounting 
procedures, traffic management and improved supervisory practices. 

Paralleling the development of employees, techniques for the selection and 
advancement of those qualified to perform more difficult work have been placed 
in operation. For the first time in the history of the postal service, apprentice 
examinations have been developed and conducted to select employees for train- 
ing in mechcanical skills. A third series of the examination is now being given 
to obtain apprentices for several of the largest motor-vehicle installations. 
Paralleling the Department’s mechcanization efforts, an examination for select- 
ing machine operators for letter-sorting machines was developed and adminis- 
tered. The job performance of those selected indicates this method is highly 
successful. A methods and standards officer examination was used at 18 in- 
stallations with S888 employees applying. An additional 1,000 employees are 


expected to participate in this examination in additional offices by the end of 
fiscal year 1958. 
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Qualification standards for internal selection of candidates for motor vehicle 
and custodial positions have been developed. Similar standards for promo- 
tion and reassignment in other specialized categories are under consideration. 

Conversions of employees serving on temporary appointments to career status, 
made possible by Public Law 836, 84th Congress, were effected during the past 
year. These actions benefited several thousand employees, facilitated the filling 
of regular complements in many Offices, and provided greater stability in the 
work force. 

An agreement was negotiated with the Civil Service Commission to establish 
Civil Service boards of examiners in areas where recruitment needs are critical. 
These boards directly recruit, examine, and certify applicants to entrance-level 
positions in the postal field service. This method of operation eliminates ex- 
cessive delays occasioned by the previous method of recruitment through Civil 
Service Commission regional offices. Better selections are possible since quali- 
fied applicants may be offered appointment shortly after taking the examination. 
Tie-in publicity is now provided through recruiting posters, spot radio and 
television announcements and use of free newspaper publicity by local and 
regional postal officials. 

The establishment of written position descriptions under Public Law 68, 84th 
Congress, has permitted systematic job audits and reviews to determine the 
correctness of rankings made by postmasters and to keep the classification of 
positions abreast of significant changes in job content. Greater emphasis is 
now being placed on the auditing program as one of the principal means avail- 
able of insuring maintenance of the principle of equal pay for equal work under 
Public Law 68. We hope that any new salary legislation enacted will not destroy 
the proper relationship now maintained between salary and level of responsi- 
bility and difficulty of the job. 

Specific guidelines have been developed and placed into effect for evaulating 
performance in connection with the granting of merit-step increases. These are 
provided in Public Law 68 for eligible employees who have reached the midpoint 
step of their level in salary level PFS—10 or above. A vastly improved under- 
standing of the techniques and importance of performance evaluation has re- 
sulted, with a minimum of paperwork. Approximately 1,500 step increases have 
been granted under this program based on superior performance. 

Fiscal year 1957 produced greater activity in the incentive awards program 
than in any prior year. There was an increase of 17 percent in the number of 
suggestions received over fiscal year 1956 while the number of suggestions 
adopted nearly doubled, raising the adoption rate from 5.4 to 9.8 percent, an indi- 
eation of the improvement in the quality of suggestions. Recognition of em- 
ployees who performed their duties in an outstanding or superior manner also 
increased during the past year, although this program is only 2 years old. With 
a better understanding of the suggestions and awards program apparent among 
operating supervisors, the Postal Manual instructions have been revised to place 
greater emphasis on the establishment and use of local committees at post offices 
and other postal installations. This delegation moves the operation of the pro- 
gram closer to the suggester, encourages increased cooperation between em- 
ployees and supervisors, and stimulates recognition of employees at the local 
level. 

Continuing efforts to improve the Department’s motor vehicle safety record 
resulted in a further reduction in accident frequency during the past year. The 
latest figures show our vehicle accident rate for metropolitan and rural opera- 
tions is down to 2.24 accidents per 100,000 miles driven—a new low in the 
postal service. 

Over 90,000 safe driver awards have been earned for from 1 to 26 years of 
accident-free driving since January 1, 1955, when these awards were first given. 
For the third consecutive year in 1957 the Department received the National 
Safety Council’s citation award for outstanding service to traffic safety. The 
national certificate of achievement was also awarded to the Department in 1957. 

Action was taken during the past year to apply the same successful techniques 
to industrial safety. An awareness of the importance of safe work practices in 
all activities, as well as in driving, has been fostered by articles in the Postal 
Bulletin and Postal Service News; by the use of posters: and by incorporating 
instructions on safety in technical handbooks and training courses. A safety 
newsletter is being distributed to all supervisors and arrangements have been 
completed to participate in the National Safety Council’s annual industrial 
safety contest. 
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Similar efforts have been initiated in fire prevention. The National Fire 
Protection Association acknowledged our efforts during 1957 with a special cita- 
tion for “* * * contributions to improved public fire safety.” 

Further progress has been made in improving our relations with employee 
organizations. The Bureau of Personnel has been assigned responsibility for 
maintaining liaison on a national level with these organizations. Now, for the 
first time, organization officials have a single point through which contacts with 
the Department on any matter of interest may be channeled. Meetings with 
appropriate departmental officials are facilitated and duplication of effort elimi- 
nated, particularly where more than one organization is interested in the same 
topic. 

Frequent discussions with organization representatives on individual cases 
have been conducted. In addition, numerous meetings have been held to review 
changes in Postal Manual instructions and to consider common problems. 
Simplified procedures for the handling of grievances, for example, have been 
issued after discussions with the employee organizations. The Department sug- 
gested legislation to the Congress to correct inequities affecting certain groups 
of employees in cooperation with representative employee organizations. The 
recent legislation to grant compensatory time off for rural carriers and transpor- 
tation road clerks for Executive order holidays, which the Congress passed and 
the President signed into law as Public Law 85-189, resulted. 

Both departmental and regional officials participate in State and National 
conventions of the several employee organizations and a systematic procedure 
has been developed for reviewing and responding to resolutions passed at these 
conventions. 

The emphasis on developing a better understanding of sound personnel man- 
agement through more effective communication and education will continue 
in the year ahead. Particular attention must be given to developing potential 
supervisors because we are faced with many retirements under the more liberal 
retirement law of well-qualified supervisors whose skills and knowledge can 
only be replaced by the promotion of qualified workers thoroughly indoctrinated 
in the principles of good supervisory practice. At the same time we must 
select and develop adequate replacements for those promoted to supervisory 
positions. 

The full realization of the goals we have set cannot be met in 1 or 2 years. 
Steady progress toward fully effective personnel management at the work level 
can be made and our efforts in every phase of personnel management during the 
coming year will continue to be dedicated to that objective. 


CurIEF PostaL INSPECTOR DAvip H. STEPHENS 


Mr. Chairman and members of the committee, the Postal Inspection Service, 
responsible to the Postmaster General for determining and reporting to him 
the conditions and needs of the postal service, is charegd with all investigative, 
inspection, and auditing activities within the Postal Establishment. 

Investigative work is broadly classified into two categories: (1) Criminal 
investigations relating to adequacy of protection of mail, funds, and property, 
detection of postal-law violations and the apprehension of persons responsible 
for mail theft, armed robbery, burglary, forgery, embezzlement, mail fraud, 
and the mailing of obscene and defamatory matter, poisons, bombs, and similar 
material; (2) inspection and examination of all postal installations and opera- 
tions, and a wide variety of specialized and miscellaneous investigations per- 
taining to numerous service operating problems, including continuous assistance 
in all cases of casualty and disaster, suitability determinations, financial irregu- 
larities, claims against the Government, and the recovery of losses suffered 
by the Government. Many of these investigations are conducted for and upon 
the request of the several operating and other bureaus of the Department and 
its regions. 

The Bureau is also responsible for coordination of the civil defense and in- 
vestigation and evaluation phases of the personnel and physical security pro- 
grams of the Department. 

Final plans concerning organization, staffing, and responsibilities of the Di- 
vision of Internal Audit were approved early this fiscal year. With transfer 
of this Division to the Chief Inspector August 1, 1957, all internal audit activi- 
ties are now charged to this Bureau. An accelerated recruitment program 
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has now reached about 90 percent of the authorized complement of 102—10 
at headquarters and 92 in the field. The staff consists of well-qualified and 
professional-type internal auditors of whom about 40 percent are certified 
public accountants. 

Internal auditors are concentrating their efforts primarily in regional offices, 
supply centers, the money order center, and other major financial units. During 
fiscal year 1957, audits were completed of the more important functional areas 
in the regional controller offices and several nationwide audits were performed 
of unliquidated obligations, supply management functions, postage meter con- 
trols, and other activities. 

Post office audits are being performed as a part of the overall annual or 
periodic inspections made by postal inspectors. Audits of regional and post 
office activities are closely coordinated and frequent joint evaluation of audit 
and inspection findings is producing important and beneficial results, including 
improved controls and procedures. On the basis of Internal Audit Division’s 
review of overall results of audits performed at all levels of organization, an 
audit certification will be submitted to the Postmaster General as to the accuracy 
of the Department’s financial statements and the adequacy of its internal 
controls. 

Enforcement of criminal laws pertaining to postal offenses resulted in 7,344 
arrests, the highest of record for the third consecutive year. On the prevention 
side, 12,500 persons with bad criminal records, and narcotic addicts were 
screened from the thousands who sought postal employment during the last 
Christmas season. The increases in postal offenses are in mail fraud, theft of 
mail, and willful damage of mail receptacles in connection therewith. 

A significant increase in fraudulent schemes being conducted through the 
mails, evidenced by the large number of complaints from the public directly 
and through their congressional representatives, has caused the initiation of 
an expanded program bringing to bear the best resources of the inspection 
service to protect people in all walks of life who may be victimized by promoters 
of such schemes. These schemes include medical preparations which guarantee 
cures of everything from obesity to cancer; charity rackets, insurance plans, 
work-at-home schemes, and confidence games. These are but a few of the 
many types of fraudulent operations currently under investigation by postal 
inspectors. It is conservatively estimated such schemes represent a potential 
annual loss to the American public of $100 million. 

The growing volume of filthy literature and other obscenity in the mails is 
a continuing source of concern. Every effort is being made to purge the mails 
of such material. Thousands of complaints are received annually from out- 
raged parents and religious and educational groups as a result of such material 
being offered for sale to juveniles. 

It has been difficult to obtain convictions in certain areas of the country for 
the mailing of obscene material under the postal obscenity statute because of 
the views of some courts as to what constitutes obscenity. To facilitate prose- 
eution in such cases the Department has endorsed legislation broadening the 
statute to grant venue at offices of address as contemplated by H. R. 6239, 
reported upon May 17, 1957. 

The mailing of narcotics, bombs, poisons, extortion letters, and other non- 
mailable matter is also receiving constant attention. A number of noteworthy 
arrests and prosecutions were accomplished this past year. 

The protection of revenues and the judicious expenditure of appropriated 
funds require increasing investigative attention to develop facts upon which the 
Department or regions may take logical and appropriate action. Inspectors 
accomplished 115,019 miscellaneous investigations and 46,720 audit inspections 
and inspections of postal quarters and mobile units. Recovery from offenders 
and return to the public or Government of $676,000 was effected. 

During fiscal year 1957, 2,714 cases relating to forgery, raising and passing 
of money orders were issued, Sixty-six money-order raisers were apprehended 
in addition to arrests for forgery offenses. 

Investigated also were more than 3,900 motor vehicle accident and personal 
injury cases, many of which involved large claims under the Federal Torts 
Claims Act. Evidence was developed for the settlement of 73 civil suits for 
$2,778,000 less than the total of the aggregate claims. Inspectors work closely 
with United States attorneys in these cases. 

The civil defense and mobilization program of the Department is well advanced 
and was effectively exercised in the last National Operation Alert. All bureaus 
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and offices of the Department and each of its regional and inspection offices relo- 
cated and tested its capability to perform essential wartime functions. Our goal 
is to extend this readiness to the local operating level. The Department has 
executed a proposed agreement with the Federal Civil Defense Administration 
whereby the postal service assumes responsibility in the event of disaster for 
assistance in the registration of evacuees and the operation of locator files essen- 
tial to the restoration of communications. This general procedure was realisti- 
eally employed during disastrous floods and hurricanes which occurred in the 
past year. 

In accordance with responsibility under the postal agreement with the Depart- 
ment of Defense, continued close liaison was maintained with the military depart- 
ments on behalf of Post Office Department bureaus to assure maintenance of 
postal service for military personnel at a high level of efficiency. Postal service 
and facilities at a majority of military installations in this country and post 
offices aboard Navy ships were inspected. Investigations of need for new or 
expanded service were made as warranted. 

The five service laboratories for the examination of questioned documents and 
other evidence relating to criminal and claims cases handled 39,000 examinations. 
They produced timely and valuable assistance in an increased number of excep- 
tionally important claims and trials which were resolved successfully for the 
Government. 

Funds are being requested for the payment of salaries and expenses of the 
present authorized force only. In this connection attention must be directed to 
the fact that inspectors are currently carrying a workload of 40 cases and an 
average of 68 audit inspections. Since 15 cases is uniformly regarded as the 
maximum which can be efficiently handled by any investigative and inspection 
activity, the caseload at hand obviously represents a serious arrearage to which 
additional assistance should be assigned at the earliest opportunity. The inspec- 
tor training program initiated in 1954 has now reached advanced phases for 
those first participating and has reduced from an average of 5 to approximately 
3 years the time required to provide complete and dependable basic training. 
The service is faced, however, with the situation that any lapse in recruitment 
and training will of a certainty be reflected for a minimum of 3 years. 


AcTING GENERAL CoUNSEL HERBERT B. WARBURTON 


Mr. Chairman and members of the committee, as you know, the duties of the 
General Counsel of the Post Office Department encompass those common to any 
legal office in a large business corporation with the additional duties of excluding 
obscene, subversive, lottery, and fraudulent matter from the mails, and handling 
legislative matters for the Department. 

Perhaps the largest single project now before the Office in terms of its finan- 
cial impact upon the Department is the Railway Mail Pay case. An able staff 
from the Department of Justice is actively participating in this case along with 
our own staff under an arrangement for reimbursement between our Departments. 
As has been said, the Western and Southern Railroad cases have been settled. 
The case of the eastern applicants is still pending. Hearings have been completed 
and the case is in process of submission to the ICC. Principal briefs will be 
submitted February 20, 1958, followed by reply briefs and oral arguments before 
the ICC. 

You should also know of the successful termination of the New York Pneumatic 
Tube case with a saving of $973,000 of the damages sought and of $5,800,000 in 
payments for the balance of the term. 

During the past few years there has been a steady climb in tort claims, and 
for fiscal year 1959 an increase of about 10 percent over 1958 is anticipated. 
Although a very intensive safety program is in effect, the steadily rising mail 
volume and the great increase in miles driven by the motor vehicle fleet have 
tended to increase the tort claims paid. There has been a wholly unavoidable 
increase in the average amounts of court judgments and the cost of settling 
individual claims. With a small staff we process 8,000 to 10,000 claims a year, 
the greatest number of any department of government. 

Also, during the past year, the staff of this Office has been called upon more and 
more frequently by administrative officials for consultations and advice in the 
planning stages of operating projects, in the drafting of contracts and leases, 
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and it plays a major role in assisting the Department of Justice in the defense 
of suits brought against the Department. On an average we have pending about 
500 damage claim court cases and about 30 on various other causes of action. 

In recent years the Federal Government has stressed the importance of fair 
play and an informed public in the conduct of the public’s business with the 
Government. The Congress, by means of the Administrative Procedure Act of 
1946, set the standard. In the Post Office Department, authority to make all 
determinations under this law has been delegated to the General Counsel. 

Pursuant to this concept of fair play in its dealings with the public, the 
Department published rules of procedure and followed the Administrative Pro- 
cedure Act in proceedings involving the use of the mails to promote fraudulent 
enterprises, the promotion of lottery schemes, and the sale of obscene materials. 
In one major respect, these rules were determined to be deficient; they did not 
grant opportunity to the publishing industry for a full and fair administrative 
hearing on applications for entry or denial of second-class mailing privileges. 
In early calendar 1956, the rules of procedure were expanded to grant hearings 
not only in cases of revocation of a second-class entry, but also where the Depart- 
ment proposed to deny an application for entry. In November 1957, the rules of 
procedure were further expanded to grant hearings in cases involving questions 
of mailability. 

While the rulemaking procedures of the Administrative Procedure Act are 
not applicable to postal regulations, the Department, since December 1954, has 
voluntarily complied with those provisions of law when the time and the nature 
of the proposed action permitted. 

Through the Chief Postal Inspector and the General Counsel’s staffs the 
Department intensified its efforts in fiscal 1957 to stop the use of the mails by 
fraudulent enterprises or for the dissemination of obscenity. 

The Department’s efforts to keep obscene material out of the mails are gov- 
erned by the Federal statutes, the rules of procedure promulgated under the 
Administrative Procedures Act, and the eourt decisions interpreting these laws. 
The United States Supreme Court decisions of this past term upheld the right of 
the States to stop the dissemination of obscene material by the use of injunctive 
proceedings. The same Court, in the case of Roth v. U. S., held that obscenity is 
not within the area of constitutionally protected free speech and press and 
upheld the right of the Federal Government to prosecute criminally, in obscenity 
eases, but at the same time, in this and other cases, indicated a possible weakness 
in the power of administrative enforcement. The recent reversal by the Supreme 
Court of our rulings in the Sunshine and One, Inc., cases, involving nudist maga- 
zines and a magazine for homosexuals, further clouds the power for adminis- 
trative action and the issue of what is to be considered obscene. In both of 
these cases our determinations had been sustained by the Federal district judges 
and circuit courts of appeal. 

In both fraud and obscenity proceedings a sincere effort has been made to 
avoid arbitrary, bureaucratic action. In cases where administrative proceed- 
ings are brought against alleged offenders they have a right to formal hearing 
before an impartial hearing exan@ner. If upon consideration of the whole rec- 
ord the charges are substantiated, the hearing examiner makes an initial find- 
ing to that effect. The mailer may then appeal to the General Counsel who 
renders the Department’s decision. If the General Corncel concurs with the 
initial finding of the hearing examiner, a mail stoppage and return order is 
issued by him under delegation of authority from the Postmaster General. 
There is then the right of review by the courts. 

In the legislative field, of paramount importance to the Department is the 
need for increasing postage rates and the establishment by the Congress of 
a postal rate policy. Another important part of the Department’s legislative 
program is the repeal of that provision of the Civil Service Retirement Act 
amendments of 1956 which forbids inclusion of the Department’s contribution 
to the retirement fund as costs for postal ratemaking purposes. The Depart- 
ment believes this an unfair imposition on the taxpayers, requiring them to 
bear an annual cost of about $137 million, which will increase as payrolls 
increase. 

Other major items are the bill for the orderly termination of the Postal Say- 
ings System and the bill for codification on the postal laws. This last represents 
years of work for our office. 

Of course, none of these bills are pending before your committee but we will 
appreciate anv help you can give us. We will not forget the stellar support 
you gave us on the posta! rate bill last year. 
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ActTinc Director Maurice B. FErMstTer OFFICE OF RESEARCH AND ENGINEERING 


Mr. Chairman and members of the committee, the Office of Research and 
Mngineering provides staff engineering services to all elements of the postal 
service, both in the field and in the Department. 

We are directing a concerted research, development, and engineering pro- 
gram to improve the functional design of postal facilities and to design, de- 
velop. and engineer the installation of equipment items and techniques to fa- 
cilitate the processing, transportation, and delivery of mail, and to make more 
efficient use of existing equipment, procedures, manpower, and space. While 
the volume of mail distributed and transported is astronomical and ever in- 
creasing, the methods and equipment used have not kept pace with the growth 
in workload. It is from a realization of this problem that the Office of Re- 
search and Engineering was created. y 

We are encouraged by the progress made since our last appearance before 
this committee. Major items of equipment formerly under design and develop- 
ment are either undergoing actual test or have been placed on operating as- 
signment. Research efforts have formalized new techniques and procedures. 
While industry has had remarkable success in automating the manufacture of 
standardizing products, little of such automation has ready application to mail 
processing. The physical nature of our product, the unpredictability of its 
volume, together with a basic concern for service to the public, have obliged 
us to conduct extensive developmental work in designing equipment to meet 
our specialized needs. In spite of tangible successes, we realize that much work 
remains to be done. However, with persistent efforts, we are confident that 
we will resolve some of the more perplexing engineering problems which face us. 

Let us consider some of the more important areas which will benefit most 
from mechanization—where a technical solution is feasible and where the 
potential for improved efficiency is clearly evident. 

It is important that we mechanize the transportation of bulk mails within 
our postal facilities from the point of receipt through the various work areas 
to the point of dispatch. The outcome will be the virtual elimination of the 
armada of conventional hampers and other containers, together with the con- 
gestion, drudgery, and space loss associated with their use. 

We are directing attention to each of the various steps in the sequence of 
mail processing. The culling, facing, and canceling of letter mail represents an 
area of considerable challenge, as the space, manpower, and time required to 
perform this operation is excessive by modern standards. 

Before collection mail can be introduced into a sensing and canceling device, 
it is necessary to cull out all odd-shaped and oversized pieces. A prototype 
culling unit is now being tested in Washington, D. C. A model of different 
design is scheduled for test during the early part of this year. 

A facing and canceling machine which will automatically face and eancel mail 
at a rate of 20,000 pieces per hour has now been developed and is being tested. 

Developmental work is now well advanced on culling, facing, and canceling 
equipment designed to operate at 30,000 pieces per hour. After engineering 
improvements and adjustments have been made, we plan to integrate these ma- 
chines into a unitized system. 

The volume of letter mail to be sorted compels us to explore every concept 
for mechanization of this process. In May 1957 a letter-sorting machine known 
as Transorma was installed in the Silver Spring, Md., post office, and has 
proven some of the advantages of machine over manual distribution. An- 
other letter-sorting machine known as the Bell has been installed in Washing- 
ton to further our knowledge of keyboard-controlled letter sorting. These ma- 
chines, of European design, have improved the distribution rate and reduced the 
number of handlings each piece of mail receives. The experience gained from 
use of these machines is of much value in the development of keyboard- 
controlled and automatic letter-sorting machines which are required by the 
volume and characteristics of United States mails. 

We have recognized an important limitation in equipment of the Transorma 
and Bell types in that they are designed primarily for use by smaller countries 
having a much less complex distribution scheme than our own. The capacity 
of the equipment is limited to the memory span of the operators. Conse- 
quently, our ultimate aim is to bnild the sorting scheme into the memory sys- 
tem of the machine. The automatic reading of typed, printed, and coded ad- 
dresses is an example of this approach. By continuing our efforts we expect 
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to gy in developing this equipment so that it will be a practical operating 
machine. 

We are continuing our work with the National Bureau of Standards in the 
further development of equipment which will employ invisible coding imprinted 
on the back of letters by a keyboard operator. Within the limitation of this 
code, all subsequent sorting will be performed automatically. We expect to 
have a pilot installation in about 1 year. 

The means of transporting letter mail in post offices throughout the various 
stages of work location has been developed and demonstrated with the Detroit 
Mail-Flo installation. By this system the burdensome movement of mail among 
the stages of processing has been eliminated, and now the flow can be carefully 
scheduled and orderly controlled. Other installations are now being made. We 
are utilizing Operations Research techniques in working out improvements in 
the Detroit installation which will point the way to a better system of scheduling 
than has been available in the past. 

During the current fiscal year several additional Mail-Flo systems will be 
started, and it is planned to start at least four additional installations during 
the next year. 

The problem of handling bulk mails is under continuous study. A design has 
been made for mechanized transport, sorting, and overhead sequence storage of 
sacked mails. This is intended to relieve workroom congestion, reduce employee 
fatigue, and expedite the dispatch of mails. A test installation of this equip- 
ment will be completed before June 30. 

We have operated the parcel post sorting machine in the Baltimore Annex for 
about l year. During this period improvements and refinements have been made 
in the system. While the equipment has demonstrated the advantages of mech- 
anized parcel sorting, continuing research and development is required in order 
to achieve the optimum efficiency to be realized by mechanized parcel post 
distribution. Other parcel sorting systems are being considered and we antici- 
pate installations this year in New York and Boston. 

One of the most time-consuming and yet one of the most meaningful activities 
included in our research and engineering program is the complete modernization 
of our large mail-processing centers. The engineering and planning for Los 
Angeles is completed, and Washington, D. C., post office, general Post Office, 
Morgan Annex,and Grand Central in New York are presently being studied for 
such a revamping. In these offices we expect to utilize all of the new types of 
equipment and methods available and provide for the installation of other equip- 
ment as soon as it is developed. It is our expectation that such a program will 
be expanded to other offices as rapidly as possible. 

Two very comprehensive studies of postal requirements on an area basis have 
been started ; one in the New York metropolitan area, and the other on a regional 
basis in the San Francisco region. The New York study has been completed 
insofar as fact finding is concerned. However, the analysis of this data and the 
preparation of plans for the implementation of the area concept of conducting 
mail-processing activities is still under study. The San Francisco area study is 
continuing and it is expected that this will be completed early in fiscal year 1959. 

With the greater trend toward the establishment of the metropolitan areas, 
this work takes on added importance. There are now 174 such areas. When 
we have solved the problem of handling mail in the New York metropolitan area, 
the same basic solution can be applied in all other such areas. 

Several years ago, we recognized the need for an improved means of con- 
trolling and evaluating the efficiency with which we utilize our manpower, 
equipment, and floor space in mail handling facilities. A work-performance 
standards system was inaugurated in 60 of our large installations. This system 
provides a means for pointing up areas of good performance as well as those 
especially in need of improvement. 

During the past year this subject has been given renewed attention. A Man- 
power Utilization Division, headed by an industrial engineer with special quali- 
fications in the field, has been established in the Office of Research and Engineer- 
ing to spearhead this program. 

During the past 6 months of 1957, 12 additional installations were completed. 
Our experience in this effort has confirmed our opinion that this program is 
highly constructive and should be continued as rapidly as circumstances permit. 

Those are the highlights of our program. If the members of this committee 
have any questions about our program, I shall be happy to do my best in answer- 
ing them. 
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Senator Ropertson. The Chair recognizes Senator Hayden. 

Chairman Haypen. I have nothing particularly to question General 
Summerfield on now. 

Senator Roserrson. Senator Johnson, of South Carolina. 

Senator Jonmnsron. I do not believe I care to ask any questions 
right now. 

I want to go further into this, first. 

Senator Rosertson. Just to emphasize some of his testimony, the 
Chair is going to ask 1 or 2 questions. 


ABSORPTION OF REDUCTION 


Under “Administration, regional operation, and research,” you are 
requesting restoration of $2,350,000 of the $2,950,000 cut. How and 
where do you intend to absorb this $600,000 reduction you are now 
appealing ¢ 

Mr. Gitterre. Mr. Chairman, if I may answer that. The ab- 
sorption of the $600,000 which we would propose to accept would 
come from the savings made in the regional organization which 
would reduce the number of positions in the regions because of the 
elimination of district manager offices. 

Chairman Haypen. There has been a regional reorganization which 
reduced the cost of operating the region and you are taking that sum 
of money that you have said you have saved there, so you can stand 
a cut to that effect; is that right ? 

Mr. SumMERFIELD. That will be effective during fiscal year 1959. 
1959. 

HOUSE REPORT 


Senator Rogerrson. I want you to read for the record what the 
House report said on why they cut the “Administration” item $2,950,- 
000 instead of just $600,000. What did the House say about that? 
Read that into the record. 

Mr. Gutterre. Mr. Chairman, the House report stated, and I quote: 


As requested by the committee last year, the estimate for this item has been 
expanded to include the various headquarters bureaus and the administrative 
expenses of field operations. During the course of the hearings, it was dis- 
closed that the field operations were being materially changed. District op- 
erations offices and district transportation offices are being eliminated as such. 
The clerical and administrative paperwork, formerly performed at the district 
level, is reverting to the postal installation, advancing to the regional office, 
or being eliminated. District officers and their principal aides are now designated 
“field” or “mobile” services officers, and efforts are being made to have their 
secretarial and clerical help transferred to postal installations or regional 
offices. Testimony was had to the effect that ultimately some 460 positions 
will be eliminated or vacated. 

Senator Rozertson. That is what you told them, is it not 

Mr. Gitterre. No, sir; I am reading from the House report which 
is quoted in our justification which has been submitted to your com- 
mittee. lam reading from page 11. 

Senator Roserrson. Read further down where they said you had 
$2,950,000 too much. 

Mr. Gittetre. I will skip then, with your permission, to that para- 
graph on page 12 of the House committee report, which reads as 
follows: 


In effecting a reduction of only $2,950,000 in the estimate the committee directs 
that there be no reduction in the funds applied to the research and engineering 
program for which the budget allocates $5,074,000. 
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That, sir, is all the comment on the apropriation for “Administra- 
tion, regional operation, and research,” with the omission of the first 
full ‘paragraph on page 12. This matter, Mr. Chairman, is covered 
in our justification in which we comment on the House committee 
report and point out that in our testimony the Assistant Postmaster 
General for Operations indicated that our estimate was that these 
reorganization procedures would result ultimately in a reduction of 
460 positions. 

We pointed out, however, that this would involve the reassignment 
of a large number of people and it would take a considerable period 
of time to achieve and that we did not expect that this amount would 
be absorbed entirely, in the fiscal year 1959. 

Senator Roserrson. On page 11 of the committee report they say 
1959 is $39,500,000 more than 1958. Now, what 1958 are we talking 
about ? 

Mr. Giuterre. That is the fiscal year 1958 appropriation prior to 
adjustments for comparative transfers of functions into that appro- 
priation which the House report of 1958 requested the Department to 
make, 

After the two appropriations are made comparable in that they 
cover the same functions in the 2 years, there is a decrease of $2,041,- 
000 in the amount recommended in the bill for 1959 from the 1958 
comparative appropriation. 

The figures you are looking at are, therefore, not comparable figures, 
Mr. Chairman. The comparable figure shows a $9.041,000 decrease in 
1959 in the amount recommended by the House. 


REASON FOR HOUSE CUT 


Senator Roperrson. Did the House give any specific reason why it 
thought this appropriation was $2,950,000 too much? They cut it 
that much. Why did they cut it? 

Mr. Gitterre. Mr. Chairman, they made this cut, as we understand 
the reasoning from the committee report, because they felt that the 
entire savings in positions in the regional reorganization could be 
accomplished i in fiscal year 1959. 

In fact, we calculate that if their entire cut of $2,950,000 was applied 
against average salaries, it would result in a reduction of 485 positions 
effective right at the beginning of the fiscal year, July 1, 1958. 

We feel that this cut in positions cannot be achiev ed so rapidly with- 
out seriously impairing our service. 

We feel that a much more reasonable expectation would be that 100 
positions could be eliminated in 1959 with the balance eliminated in 
subsequent years. 

Senator Rogertson. The big money is in operations ? 

Mr. Giuterte. Yes. 
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MAIL SLOWDOWN ANTICIPATED 


Senator Rozertson. You have a 5-percent transfer authority. We 
are in the midst of a depression that was not anticipated when your 
budget was made up. The unemployment now exceeds according to 
the latest estimate, 5,200,000. That 1s a 16-year high, something like 
that. That is bound to mean a slowdown in mail. Business is just 
not booming. 

Now, the House thinks that this can be done all in the fiscal year 
and they think they gave you enough. 

You do not think it can be done, but you compromise to the extent 
of $600,000 on the difference of opinion over what can be done and 
ask us to restore the difference. 

On the other hand, we have before us the possibility, and we will 
go into that next, that you may have a little leeway on the volume of 
mail. 

Now, we might move into that now. Did you reply on the postal 
increase you are going to get ? 

Mr. Summerrretp. No. In my prepared statement I tried to point 
out that we did not quite make it, but again we might get something 
in excess of that. 

I merely want to point out—— 

Senator Rogertson. The movement, though, in excess of it is not 
yet visible ? 

Mr. SumMerrFievp. That is correct. 

Senator Roperrson. Or else we would not have this House bill up 
there and the tax bill tomorrow. 

How much do you lack? 

Mr. Gittetre. Thus far this year our mail volume is running a 
little under 2 percent above last year. We testified in the House hear- 
ings that it looked as though it might run as much as 3.4 percent for 
the full year for the reason that in the latter part of the year it com- 
pares with a downturn last year. 

Senator Rogerson. 3.4 percent above, or 3.4 percent less than you 
estimated ? 

Mr. Gittetre. No, sir, 3.4 above last year instead of 4 percent above 
for fiscal year 1958. 

In 1959 we felt that it looked as though it could easily be 4 percent 
above 1958 instead of the 3.4 percent that we estimated in our budget. 

I can show you, Mr. Chairman, very briefly on a chart over here 
which I would be glad to submit for the rec ord, that this appears to 
be a reasonable increase in relation to previous increases, May I show 
you this chart ? 

Senator Ropertrson. Yes. We want all the pertinent information 
we can get. 

(The chart referred to follows :) 
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BASIS OF BUDGET REQUEST 


Mr. Gittetre. Mr. Chairman, this chart shows the annual volume 
of mail from 1954 through our estimate for 1959. You will see that 
our estimate for 1959 is 63.5 billion pieces and it is on that basis the 
budget request is based. 

Now, this increase of 2.1 billion pieces estimated for 1959 in the 
President’s budget is only 3.4 percent above 1958. 

Senator Roperrson. May I interrupt you to ask this question. 

We received a letter from the Comptroller which said you could 
not tell with any accuracy what it cost you to do what. Has he chal- 
lenged your ability to estimate the mail handling? 

Mr. Gutette. We have had no such challenge from the Comp- 
troller General. 

Senator Dirksen. Does the Department know about this letter? 

Mr. SumMerriELD. I do not. 


REVIEW OF COST-ASCERTAINMENT SYSTEM 


Mr. Guterre. Senator Dirksen, I believe the chairman is referring 
to the report of the General Accounting Office on the cost-ascertain- 
ment system which makes a number of observations. 

Senator Rozerrson. The letter is dated March 4, it is signed by 
Campbell, Comptroller General, and says: 

Herewith for use of your committee is a copy of our report to the Congress 
on the review of the cost-ascertainment system of the Post Office Department, 
1957. 

Senator Dirksen. Did you read all of it? 

Is it too long to put in the record ? 

Senator Rosertson. I think we should place the letter and report 
in the record because we have this challenge continuously about what 
the various classes of mail are paying, whether first-class mail costs 
this much and how much it costs for second-class and how much for 
third-class. 

Sooner or later we have to have a showdown because I think the 
general attitude of Congress is that each class of mail should really 
pay what it costs, and then take out the subsidies as indicated by the 
chairman of the Post Office and Civil Service Committee in his 
splendid article in the Reader’s Digest and set those up as separate 
appropriated items and just pay for them and call them subsidies and 
not throw them in and say, “This goes along with what you are doing, 
and what somebody else is doing.” 

The essence of this is that you do not have any very scientific test. 
_ Mr. Summerrietp. To date no one has come up with a better one, 
sir. 

Senator Rosertson. I think we had better have it in the record. 

Do you not think so, Mr. Chairman ? 

Chairman Haypen. Yes. 


POLICY DECLARATION 


Senator Dirksen. What about that nice hunk of policy we wrote 
into that postal rate bill against charging things to the public which 
were for the edification of the public and expansion of culture 
generally ? 
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I remember I raised that question when I was a member of the Post 
Office Committee. We had long hearings. 

Now we have gotten it down to a declaration of policy. I am just 
wondering. I would like to have you spell it out—spell out this idea 
about making every class pay its full share, what other deviations 
we are going to get from what we have done thus far. : 

Senator Rosrerrson. I am largely endorsing the position that is 
taken by the chairman of the Senate Post Office and Civil Service 
Committee in his fine article he published in the Reader’s Digest. I 
get a good many letters asking why you do not do this. I thmk— 
I don’t exactly know how to do it. 

Senator Jounston. I will tell you something else, we will be feeling 
our way in the dark the next year; the increase in rates may affect a 
little bit the volume. Do you not think it might do that? 

I am not talking about the income now, the revenue, but it might 
affect a little bit the volume of business in some way. 

Senator Rospertson. I do not have time to read the whole report. 
It said something about your taking samples and guessing at the rest; 
is that in there? 

Mr. Summerrievp. I might make a request that you permit us to 
place in the record our comments in reply and I think you will find 
a very clear explanation. It will save you a great deal of time read- 
ing the lengthy document that you just mentioned a moment ago. 


EFFICIENCY OF SYSTEM 


Senator Dirksen. He does not take exception to the efficacy of the 
system, but, rather, that it costs too much. 

Mr. Summerrievp. They have an idea of trying a different sampling 
system, not unlike some of the polling organizations that make polls 
from time to time for some of the people interested in elections. 

The facts are that the cost ascertainment system of the Post Office 
Department has been in existence a good many years and it has with- 
stood a good many attacks on the part of many of those interested in 
discrediting them for one reason or the other. It has stood the test 
of time and it has stood the test of court action, the Interstate Com- 
merce Commission, and other agencies. 

Again and again and again competent accounting concerns through- 
out the country and organizations have investigated the cost-ascer- 
tainment system and have said we can come up with no better answer. 

Senator Dirksen. The Comptroller says: 

The report contained no opinion on the fairness or reasonableness of the results 
produced. 

So he did not add to the sum total of human knowledge when he 
stuck in that opinion. 

Mr. SumMerrievp. He did add some confusion and give aid and 
comfort to some of those who are constantly criticizing the cost-ascer- 
tainment system. 

Senator Ropertson. We will place the report in the record and 
also your reply. 

You may proceed with your chart. 

(The material referred to follows :) 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
' Washington, March 4, 1958. 
Hon. A. WILLis Ropertson, 
Chairman, Subcommittee on Departments of Treasury and Post Office, 
Committee on Appropriations, United States Senate. 


Dear Mr. CHAIRMAN: Herewith for use of your subcommittee is a copy of our 
report to the Congress on the review of the cost ascertainment system of the 
Post Office Department, 1957. 

The report points out that the system is complicated and expensive to operate. 
At the same time, the system produces the only information available on the 
costs and revenues applicable to the various classes of mail. We observed a 
number of deficiencies in the operation of the system, but, since we could not 
ascertain the full financial effect of those deficiencies, the report contains no 
opinion on the fairness or reasonableness of the results produced. 

On page 7 the report contains a number of recommendations for the Depart- 
ment’s consideration. Among these is the recommendation that the Department 
expand its system for gathering volume data used by operating management for 
measuring performance so as to provide the volume statistics by class of mail 
now obtained from cost ascertainment. Also, cost and revenue data now de- 
veloped through cost ascertainment should be developed as an adjunct of the 
same system. The necessity for gathering cost and revenue information by 
class of mail as often as is now done through cost ascertainment should be 
reconsidered since the results obtained have not varied significantly from 
year to year. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


AUDIT REPORT TO THE CONGRESS OF THE UNITED STATES 


Report ON REVIEW OF THE Cost ASCERTAINMENT SYSTEM, Post OFFICE DEPART- 
MENT, 1957, BY THE COMPTROLLER GENERAL OF THE UNITED STATES 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 4, 1958. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives. 


DEAR Mr. SPEAKER: Herewith is our Report on the Review of the Cost Ascer- 
tainment System of the Post Office Department, 1957. 

The report points out that the system is complicated and expensive to operate. 
At the same time, the system produces the only information available on the 
costs and revenues applicable to the various classes of mail. We observed a 
number of deficiencies in the operation of the system, but, since we could not 
ascertain the full financial effect of those deficiencies, the report contains no 
opinion on the fairness or reasonableness of the results produced. 

On page 7, the report contains a number of recommendations for the Depart- 
ment’s consideration. Among these is the recommendation that the Department 
expand its system for gathering volume data used by operating management for 
measuring performance so as to provide the volume statistics by class of mail 
now obtained from cost ascertainment. Also, cost and revenue data now 
developed through cost ascertainment should be developed as an adjunct of the 
same system. The necessity for gathering cost and revenue information by class 
of mail as often as is now done through cost ascertainment should be reconsidered, 
since the results obtained have not varied significantly from year to year. 

A copy of this report is being sent today to the President of the Senate. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


REPORT ON REVIEW OF THE Cost ASCERTAINMENT SYSTEM Post OFFICE DEPART- 
MENT, 1957 


The General Accounting Office has made a review of the cost ascertainment 
system as a part of the audit of the Post Office Department, pursuant to author- 
ity contained in the Budget and Accounting Act, 1921 (31 U. S. C. 53), and the 
Post Office Department Financial Control Act of 1950 (39 U. S. C. 794c). The 
scope of our review is described on pages 16 and 17 of this report. 
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HISTORICAL BACKGROUND OF COST ASCERTAIN MENT 


Purpose of cost ascertainment 


The development of revenue and cost information by class of mail began as a 
result of questions raised by the Congress in 1921 when rate adjustments were 
being considered. Cost and revenue information by class of mail was not avail- 
able from the Department’s records. A special study of the relative costs was 
proposed, and a Joint Commission on Postal Facilities, composed of Members 
of the House of Representatives and the Senate and a representative of the 
Post Office Department, was established to make the study. The study was to 
ascertain the revenues and expenditures according to class of mail and special 
services, and the gain or loss on each. The Joint Commission went out of exist- 
ence in 1923 before completion of the study, and in the same year the Congress 
appropriated $500,000 for the Post Office Department to finish the work started 
by the Commission. Legislation enacted in 1925 authorized the Postmaster 
General to continue the work of ascertaining the revenues and cost of the classes 
of mail and special services and to state the results annually as far as practica- 
ble (39 U. S. C. 826). Since then, except for 1943, reports have been issued 
annually. ; 

As early as 1916, the Congress had enacted legislation (39 Stat. 431) re- 
quiring fourth-class-mail rates to be adjusted by the Department with the 
approval of the Interstate Commerce Commission if revenues did not cover costs. 
Periodic revenue and cost determinations for fourth-class mail are necessary to 
carry out the provisions of this law. 

The cost-ascertainment system is not, and does not purport to be, a cost- 
accounting system designed to furnish the operating management with cost 
information for measuring performance and controlling costs in day-to-day 
operations. The system was designed for a different and specific purpose—to 
estimate gain or loss on each class of mail and special service. 


Impracticability of usual cost-accounting approach 


Because of the nature of postal operations, it is not practicable to gather in- 
formation on the gain or loss on each class of mail by classifying and recording 
transactions at the time they occur. The magnitude of the operation carried 
on in over 40,000 postal installations (including stations and terminals) by a 
half million employees, annually handling 56 billion pieces of mail and 800 mil- 
lion special-service transactions, each of which generates revenue measured in 
pennies, makes it impracticable to accumulate this information by recording 
individual transactions. During fiscal year 1956, postal revenues and expendi- 
tures aggregated $2,449 million and $2,913 million, respectively. 

Postal revenue is classified in the general accounting records by type of post- 
age or service sold, such as postage stamps, stamped envelopes, metered postage, 
and other revenue sources. Most of these classifications of revenues cannot be 
related to classes of mail. Usually, a business organization selling services or 
commodities would classify and record sales revenue by type of service rendered 
by each sales unit at the time each sale is made. In the postal service, this 
method of accumulating revenues is not feasible because at the time postage 
revenue is collected (through sales of stamps or otherwise) there is no way of 
knowing what class of mail service will be used. In general, the same kinds 
of postage stamps may be used to post any class of mail. Furthermore, con- 
sidering the large number of items mailed and the small postage amount in- 
volved in each mailing. it would be impracticable to attempt to allocate reve- 
nues for individual mailings. 

Similarly, expenses are classified in the accounting records by activity and 
object, such as salaries, transportation costs, and rent. The several classes of 
mail and services are largely mingled and handled by the same emnloyees in post 
offices, terminals. vehicles, and other facilities. Consequently, the labor and facil- 
ities cost records cannot be kept in a manner which will show the charges 
applicable to the various classes of mail or service. Again. to allocate costs 
at the mail-handling level would involve prohibitive recordkeeping to obtain 
estimated costs. 

Because it is not practicable to accumulate this information through usual 
accounting methods, the present cost-ascertainment system has been developed 
as a means of estimating the revenue and expenditure attributable to each class 
of mail or service. Cost-ascertainment information is obtained through periodic 
sampling of the mail flow to determine the volume of each class of mail or service 
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and the relative use of personnel and facilities for handling the respective samples. 
Percentages so developed are used to allocate (apportion) the total amount of 
each type of revenue and expenditure, accumulated in the accounting records, 
to the various classes of mail and services. Thus, it can be seen that the system 
does not produce a precise “ascertainment,” as the name implies, but produces 
estimates based on projection of percentages developed through campling. 


Cost of operating the system 


The Department estimated in July 1953 that the cost of operating the cost- 
ascertainment system was about $1.5 million a year; another estimate was 
“several million.” A precise current estimate is not available, but it is reason- 
able to assume that the cost has increased since 1953 because of pay raises, which 
were effective in calendar year 1955, and increases in cost of other services. 


Review of the system by Bureau of the Budget 


In 1956 the Department asked the Bureau of the Budget to review certain 
aspects of the system and to give an opinion on (1) the statistical validity of the 
sampling procedures, and (2) the application of the sampling results accounting- 
wise to cost ascertainment. To assist in the evaluation, the Bureau of the Budget 
obtained the services of three statisticians in the Government service. After a 
limited examination, the statisticians concluded that they could no make a 
definite statement one way or the other on the reliability of the cost ascertainment 
results, inasmuch as probability methods were not used. 

Representatives of the Bureau of the Budget and the three Government statis- 
ticians testified on April 18, 1957, before the Committee on Post Office and Civil 
Service, House of Representatives, that it had not been possible to evaluate the 
results of the cost ascertainment system because the system was based upon 
judgment sampling rather than probability or random sampling and, conse- 
quently, the degree of error could not be measured. (See pages 811 through 837 
of the hearings on H. R. 5836 and H. R. 5839 relating to postal rate revisions. ) 

On September 4, 1957, the Bureau of the Budget made a formal report to the 
Postmaster General. This report concluded that the accounting procedures, as 
they are applied by the Post Office Department in the cost ascertainment system, 
represent an adequate and appropriate method for the determination of the 
operating results by classes of mail and services. The report also expressed 
the opinion that certain costs not included in the computations, but attributable 
to the cost of carrying the mail, should be included for cost determination pur- 
poses. The report did not comment on the statistical methods used. 


Recent review of sampling methods, by consultant 


In more than 30 years of operation, the cost-ascertainment system has been 
reviewed several times by special consultants, with varying comments on the 
reasonableness of the results and their usefulness. The latest of these reviews 
was undertaken on July 1, 1957, when the Department engaged a consulting 
firm, having experience in the application of statistical sampling in accounting 
processes, to survey the cost-ascertainment system. The purpose of the survey 
was to determine the feasibility of using statistical sampling methods for 
estimating volume, revenue, and cost-allocation factors applicable to the various 
classes of mail and special services. In its report dated October 31, 1957, the 
firm expressed the opinion that the use of statistical sampling for this purpose 
was practicable and that statistical sampling of revenue and volume offered 
the greatest opportunities for immediate success. They further indicated that 
the procedures outlines in their report for selecting samples of revenue and 
volume could be adopted immediately for use in estimating volumes for operat- 
ing control. The firm recommended that these procedures be used as a nucleus 
in the development of a comprehensive statistical sampling system which would 
provide information for cost ascertainment purposes as well as operating 
control. They stated that the use of these methods would provide the follow- 
ing benefits: (1) The accuracy of the results could be measured, (2) the 
risk of relying upon the estimates could be measured, (3) the selection of 
samples and the accumulation of sample data could be better controlled, and 
(4) the cost of obtaining sample estimates could be determined and controlled. 


CONCLUSIONS RESULTING FROM OUR REVIEW 


Summary of conclusions and recommendations 


The cost-ascertainment system was originally established to provide the 
Congress with cost information by class of mail, for consideration in setting 
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postal rates. Only a small portion of postal revenues, principally those from 
second-class mail and from third-class bulk mailing fees, are separately re- 
corded by class of mail at the time the revenue is collected. The bulk of the 
postal revenues cannot be directly assigned to classes of mail. Neither can 
labor costs be assigned to specific classes of mail at the time the work is 
performed. The cost-ascertainment system currently provides the only in- 
formation available for allocating these unassigned revenues and costs to 
the various classes of mail and services. Reports of the resulting cost informa- 
tion are published annually. These reports have been considered and thoroughly 
discussed in congressional postal-rate hearings, but the resulting rates appear 
to have been based upon factors which were considered to be more important 
than cost. However, the Department and the Interstate Commerce Commis- 
sion have set and approved fourth-class rates on the basis of these results. 

The system also produces statistics on revenue and volume by class of mail 
which are used in forecasting trends for planning, and for preparing the annual 
budget. This information is of limited usage to operating management as classes 
of mail do not coincide with management responsibilities. Volume statistics 
by work areas for use in managing operations are developed independent of cost 
ascertainment. 

In our opinion the Department should put more emphasis on its system for 
gathering data useful to operating management in measuring performance and 
develop revenues and costs by class of mail, when needed, as an adjunct of that 
system. We believe that the procedures used to obtain volume statistics by work 
areas for management control could, without to much difficulty, be expanded to 
also obtain the volume information by class of mail now provided by cost 
ascertainment. 

Also, the Department should review the current need for developing cost and 
revenue information by class of mail as frequently as has been done in the past. 
The cost-ascertainment system is very complicated and is expensive to operate; 
the result obtained have not varied significantly between classes of mail from 
year to year. Accordingly, it may be necessary to gather cost ascertuinment 
information only at intervals when volume statistics indicate significant changes 
which would tend to alter the proportion of revenue or cost attributable to each 
elass of mail. 

The possibility of applying statistical sampling methods in gathering the cost 
information should be fully explored. The use of these methods should contribute 
to reducing the cost of the operation. 

If present methods of gathering the cost information are continued, even on a 
less frequent basis, we believe that certain improvements are needed in the sam- 
pling, accumulating, and reporting techniques. Our recommendation to the Post- 
master General on these matters is stated on pages 25 and 26 of this report. 

The Department has informed us that it is in general agreement with the recom- 
mendation and has been moving toward accomplishing the objectives of the ree- 
ommendation, particularly with respect to sampling practices, indoctrination and 
training of personnel, supervision of cost ascertainment tests, and internal review 
of the methods and practices followed under the system. 


Use of cost ascertainment information in determination of rates 

Our review of the legislative background of the cost ascertainment system indi- 
eates that the main purpose in determining gain or loss on the various classes of 
mail or service was to provide information to be considered in establishing rates. 
Information developed through this system has been used by the Department and 
the Interstate Commerce Commission as a basis for adjusting rates for fourth- 
class mail. However, while cost ascertainment results have been the subject of 
much discussion and consideration in congressional postal-rate hearings, rates for 
other classes of mail and services appear to have been based upon factors which 
were considered to be more important than cost. 

Cost ascertainment reports in the 30 years of operation of the system show that 
first-class mail rates have consistently recovered over 100 percent of cost. (See 
appendix 5.) In 1932 rates on first-class mail were increased from 2 to 3 cents at 
a time when cost ascertainment reports showed 112 percent recovery of cost on 
this class of mail. In 1944, rates on local first-class mail were increased from 2 to 3 
cents when cost ascertainment reports showed over 145 percent recovery of cost, 
or a gain of over $170 million. Apparently factors other than relative cost were 
considered to be more important and were used as a basis for these rate increases. 
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Congressional hearings indicate that the need for raising Federal Government 
revenues was the principal factor in determining the 1932 and 1944 rate 
adjustments. 

Conversely, cost ascertainment reports have consistently shown that costs 
are got recovered on second- and third-class mail. The last 10 annual reports 
show that less than 25 percent of cost has been recovered on second-class mail 
and less than 65 percent has been recovered on third-class mail. The low 
percentage of recovery of cost on these classes of mail continued to prevail 
notwithstanding the rate adjustments made during the 10-year period. 

Except for fourth-class mail, gain or loss on respective classes of mail has 
net been a predominant base for determining postal rates. This result is to 
be expected since many other factors are normally considered in such a determi- 
nation. Some o fthe other factors which would be given greater emphasis in 
determining rates are (1) the amount of the annual postal deficit; (2) practical 
increments of rate adjustment, usually at least a half cent per mailing unit; 
(3) priority and other preferential treatment given to any class of mail; (4) 
existence of competition; (5) relative value of the items handled in each class 
of mail; (6) the demand for services; and (7) the ability to pay. It is also 
evident that rates for a lower class cannot be raised up to those of a higher 
class without eliminating the lower class. For instance, if third-class mail rates 
were raised to the point where they recovered cost, the rates would be so close 
to first-class mail rates that the mail users would convert to first-class mail, 
which gives sealing and other privileges, and thereby eliminate third-class mail. 

The Department recognizes that there are many intangible factors to be 
considered in ratemaking. In a 1954 report to the chairman, Senate Committee 
on Post Office and Civil Service, the Postmaster General proposed that the 
Congress adopt a rate formula which would fix the ratio of the intangibles for 
each class of mail in relation to cost or to the other classes of mail, In the 
1955 and 1956 annual reports, the cost ascertainment results were, adjusted for 
several of the intangible factors. These adjustments were exceedingly. large in 
relation to cost ascertainment results. (See apppendix 1, col. 7.) 

One consultant who completed an extensive review of the system in 1944 noted 
that although the cost ascertainment data had been available it had served but 
little purpose in bringing about revisions of rates which were related to the 
respective costs incurred. 

In addition to estimating gain or loss on each class of mail or service the 
cost ascertainment system provides statistics on volume of mail or service. These 
statistics are useful to departmental headquarters for plainning transportation 
and post office facilities, for estimating workloads used in preparing the annual 
budget, and for other miscellaneous purposes. Volume statistics by class of 
mail have limited usage for operating management. Such statistics would be 
more useful for this purpose if they coincided with management responsibilities, 
so that they could be used as a factor in measuring efficiency. To fill this 
management need, the Department is now developing means of accumulating 
statistics by post office or other operating installation, independent of cost 
ascertainment. 


Frequency of cost ascertainments 


Even if cost were accepted as an automatic indicator of rates, we do not 
believe annual cost ascertainments are necessary. As an example, for the last 
few rate adjustments (and the one being considered by the 85th Cong. in H. R. 
5836), postage on first-class mail has been adjusted in increments of 1 full cent. 
ixperience shows that it would take about 30 years before a full-cent rate 
change on first-class mail would be necessary to maintain full recovery of cost. 
Still, these allocated costs are determined annually through periodic testing. 

The changes in the percentage of total revenues and expenditures annually 
reported by cost ascertainment for each class of mail have not been erratie but 
generally tend to remain about the same from year to year, with only gradual 
changes taking place. (See appendixes 6 and 7.) Fluctuations in the percent 
of total revenues applicable to each class would usually occur as a result of rate 
changes rather than changes in relative volume. Fluctuations in the percent of 
total expenditures applicable to each class are small; in 1956 the percent of 
total expenditures allocated to first-class mail is within 2 percent of the per- 


centage allocated in 1926, with relatively small variations during the 31-year 
period. 
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Principle used to allocate expenditures 


The Department distributes both the variable and the fixed expenditures to 
the various classes of mail and services in proportion to man-hours and facili- 
ties used to process the mail. The distribution shown in column 2 of appendix 1 
was made in accordance with this principle. This method of allocation assumes 
that the users of each type of mail should bear a share of the fixed expenses, 
as well as a share of the variable expenses. Since fixed expenses, such as post- 
master salaries, supervisor salaries, and city delivery carrier salaries, are rela- 
tively large, the question of whether they should be distributed to all classes 
of mail assumes great importance, especially when certain classes of mail are 
used primarily by certain segments of the public. Users of second-, third-, and 
fourth-class mail have questioned the allocation of fixed expenses to other 
than first-class mail. These users believe that first-class mail should bear all 
fixed expenses, as well as the applicable variable expenses, and that only the 
additional variable expenditures should be allocated to other classes of mail. 

There is not now available an authoritative and definitive set of assumptions 
on which to base cost allocations that can serve to resolve the present conflict 
of views. In the absence of a stated policy by the Congress, any generally recog- 
nized method of allocation should be acceptable as long as the allocation prin- 
ciple is stated. Our views on the acceptability of different principles of allo- 
eation were stated in letters to the Postmaster General and the chairman, House 
Committee on Post Office and Civil Service, dated March 10, 1954, and March 
16, 1956, respectively. (See appendixes 2 and 3.) 


Adjustments for nonbudgeted costs and intangible factors 


In its summary statement for fiscal year 1956 (see appendix 1), the Depart- 
ment included adjustments to its cost ascertainment figures, to show (1) costs 
applicable to the Post Office Department paid by other Government agencies; 
(2) public service revenue or cost factors; and (3) increased costs not wholly 
reflected. These adjustments have not been included in prior cost ascertain- 
ment reports. We believe that these costs are valid factors for consideration 
but the allocations are necessarily based on estimates or opinions, which are not 
susceptible to independent evaluation. 

Similarly the Department has reallocated its ascertained costs between the 
various classes of mail and services to reflect intangible factors and to arrive at 
adjusted costs for revenue requirements which in its opinion should be con- 
sidered in establishing rates. (See appendix 1, cols. 7 and 8.) These reallo- 
eations are also not susceptible to accounting or statistical treatment but are 
necessarily based on estimates or opinions rather than a projection of statistical 
samples. 

As these adjustments for nonbudgeted costs and intangible factors are not 
susceptible to independent evaluation, we cannot express an opinion on their 
reasonableness. 


Comments on the operation of the system 


While there are phases of the operation where improved administration could 
improve the results, we believe that, generally, the Department is making a: 
sincere effort to gather accurate information and to allocate expenses in pro- 
portion to man-hours and facilities used to process the mail. A few examples 
of deficiencies in the operation of the system are discussed on pages 26 to 37 of 
this report. We were not able to determine the aggregate (or net) effect of the 
deficiencies as this would have required simultaneous application of the alter- 
nate procedures to the same work flow. For example, where we found repetitive 
annual selection of the same post offices for testing the mail flow, it would not 
now be possible to substitute new offices and determine what the mail flow would 
would have been in the respective years. For this reason our report is limited 
to a discussion of the principles and methods involved, and we cannot express an 
opinion on the reasonableness of the results as stated in the cost-ascertainment 
reports. 

We recognize that refinements in a cost system will frequently increase the 
cost of accumulating the information, and accordingly expedients for obtaining 
approximate results are sometimes desirable. Many of the deficiencies noted 
here could be corrected without increasing costs; others would result in in- 
creased costs. A program for improving cost-ascertainment operations is dis- 
cussed on pages 25 and 26 of this report. 
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SCOPE OF OUR BEVIEW 


Our review of the Post Office Department’s cost-ascertainment system included 
consideration of the purpose of the system and the usefulness of the results 
obtained. In the review we considered the uses of the system for establishment 
of rates and for management of operations; also, in view of its cost, we con- 
sidered the need for gathering the cost data under present methods and at 
the present frequency. 

We examined and tested the principles and procedures applied in allocating 
revenues and expenditures to the several classes of mail and special services to 
determine (1) the adequacy of the principles and procedures involved and (2) 
the reasonableness of the results obtained. This examination included a review 
of the fairness of the sample selections, the propriety of the allocation and 
conversion methods, and the adequacy of the Department’s control over the 
cost-ascertainment processes. The study did not attempt to evaluate the sta- 
tistical reliability of the sample selections. 

Our review was directed. principally to major allocations of revenues and 
expenditures for fiscal year 1955 or 1956, generally using the latest completed 
allocation available. During the week of May 7, 1956, we observed the accumu- 
lation of selected cost ascertainment information for major categories of reve- 
nue and expenditures at 48 post offices and 14 Postal Transportation Service 
terminals. We visited 39 of the 55 largest cost-ascertainment post offices. 
Revenues from these 39 post offices amounted to more than 90 percent of the 
revenues tested in cost ascertainment. We reviewed also the consolidation 
of field information by the departmental staff. 

We did not attempt to evaluate the adjustments to cost ascertainment results 
(appendix 1, cols. 1 and 2) made by the Department to reflect nonbudgetary 
cost or revenue additions (appendix 1, cols. 3, 4, and 5) or reallocations for 
intangible factors (appendix 1, col. 7). 


HOW THE COST-ASCERTAINMENT SYSTEM OPERATES 
General 


Postal revenues and expenditures are accumulated through the general finan- 
cial accounting system of the Department. Revenues are accumulated by type 
of postage or services sold. Those revenues which can be identified with a 
class of mail or service—second-class mail revenues and some service revenues— 
are charged directly to the respective class of mail or service. The bulk of the 
revenues cannot be identified with a particular class and are estimated by 
taking samples of the mail flowing through selected post offices to determine 
the proportion of each class of mail or service handled. Test results are then 
applied to the amounts in the revenue accounts or groups of accounts to estimate 
the portion applicable to each class of mail or service. 

Expenditures are accumulated in the accounts by object or subobject, such as 
clerk salaries, city delivery carrier salaries, rail transportation, and rent. 
During test weeks at selected post offices, employees keep detailed records of 
the time spent on each operation. The man-hours and facilities used are then 
allocated to the various classes of mail or service, through methods and formulas 
developed at the departmental headquarters to fit the individual account. 

At points designated for test, the counts made of mail volume and man-hours 
are designed to cover all phases of operations, generally covering 24 hours a 
day for 7 consecutive days of the cost-ascertainment week. In recording test 
information, mail volume is converted to revenue and the respective man-hour 
expenditures are recorded in detail by class of mail, and subclass within each 
class, and by type of special service. In addition to recording the revenue (in 
dollars) and expenditures (in man-hours) for certain types of mail or services, 
the number of pieces of mail and special-service transactions, the weight of 
the mail, and the cubic volume of the mail are also recorded. 

Selecting test periods and test offices 

About 50 different tests are made to gather information for use in allocating 
the amounts in various accounts and groups of accounts. The periods for test- 
ing, the offices and installations to be tested, and the scope and type of tests 
and samples are determined at the Department in Washington. Mails are 
tested during 4 of the 52 weeks of the year. The 4 weeks are spaced one to 
each quarter and are selected to cover as nearly as possible a complete cycle 
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of the days of the month. Tests are conducted at selected large and small post 
offices throughout the country. Separate tests are made of mails transported 
by rail, air, and truck; on rural routes; and at certain points where unusually 
heavy publishers’ mails originate. Following is a tabulation showing post 
offices selected for 1956 cost-ascertainment tests, by anuual receipt groups and 
representation. 





| ] 
| Number | 

Total desig- | Percent 
Cost ascer- | number 


| 
I 


nated | of rep- 
of post cost as- | resen- 
offices certain- | tation 
ment 
offices 


tainment Class of post office Annual receipts 
group 


Over $15,000,000. ........__ re 1 
$1,000,000 to $14,999,909. __________- = 22% 
$500,000 to $999,999... ..-..-.._-. 18 20 
$200,000 to $499,999_ _ __ as 555 31 
| $90,000 to $199,999..........____- 900 26 
$40,000 to $89,999. ____ = : 1, 730 39 


| 19 
| 36 


Totalist | 3, 613 | 171 
class, 

Sa... $8,000 to $39,999_ _ - ‘ 6, 645 | 69 
O25: 4 eat $1,500to 677000... -..255.--5--.2n4 13, 116 | 99 
4th_. | Under $1,500_- ; 101 


Total... 


| 
| 
| 








Allocating postage revenues 


The large common pool of revenues, derived principally from stamp and metered 
postage which generally may be used by the purchaser on any class of mail, is 
allocated on the basis of samples of mail flowing through designated post offices 
during the test weeks. The revenue counts are usually made by sorting mails 
into postage-rate categories and counting the number of single-rate pieces of 
mail by hand or on a postage-canceling machine. Appropriate counts are made 
also of special service transactions by fee categories. 

At large post offices, metered mail is usually separated by rate and weighed. 
Weights are then converted to revenue by means of a standard. In a similar 
manner, at about 40 of the largest cost-ascertainment post offices, a subsample 
and a standard are used to estimate parcel post revenue. The average revenue 
per pound of parcel post is obtained by taking a 5 percent subsample and com- 
bining the results with the results from the 3 prior tests into a 4 quarters’ mov- 
ing average. This average is applied to the total weight of parcel post handled 
during the 1-week test period to obtain the total fourth-class revenue for the 
period. Different standards are developed and applied to sackable and non- 
sackable, local and nonlocal, parcel post. 

The Department allocates the revenue accounts for each of the 19 largest post 
offices to classes of mail and services quarterly, in proportion to the test results 
for the individual office. Revenue accounts for other offices are grouped and 
allocated in proportion to the total test results for the group. 

Allocating city delivery carrier salaries 

Carriers’ time for each type of delivery route (residential, business, etc.) is 
divided into street time and office time. Office time is allocated to class of mail 
or service in proportion to the time required to distribute mails into carrier 
eases for the test routes. Street time is further divided into stopped time and 
walking time, for separate allocation to class of mail or service. 

By means of collateral tests, average stopped time, expressed in seconds, is 
developed for each type of mail placed in a patron’s letter box and for mails 
and services, such as parcel post, postage due, and c. o. d., which are ordinarily 
delivered direct to the patron. The averages are applied to the volume of mail 
by classes and services to obtain percentages for allocating total stopped time. 

Half of the carrier’s walking time is distributed in proportion to the number 
of pieces of mail, and half in proportion to the number of delivery stops for each 
class of mail. 

The various elements of costs (office time, stopped time, and walking time) 
are combined by classes of mail and special services and are used by the De- 
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partment in Washington to allocate total city delivery carrier expenditures. 


Allocations are developed separately for the 19 largest offices and in total for 
groups of other offices. 


Allocating clerk salaries, first-class post offices 


Daily time reports are prepared by each regular and substitute clerk at each 
cost-ascertainment post office. There are 47 different time classifications used. 
These may be grouped under three major headings as follows: 

Number of 
detailed time 
classifications 

Direct mails and services 
Mixed mails 
Overhead items 


Total 


Direct mails and services time is charged to the applicable classes and sub- 
classes of mail or type of special service. 

Time charged to mixed mails is redistributed to class of mail or service, based 
on tests. For example, time charged to “Mixed incoming mails, letter section” 
is allocated to classes and subclasses of mail based on a count of letters in sam- 
ples selected from the incoming mails handled in the letter section. Other mixed 
mail items are allocated in proportion to the time required to handle the various 
classes and subclasses of mail, rather than the number of pieces. 

Overhead items are generally redistributed in proportion to accumulated 
charges applicable to each class and subclass of mail and special service. 

Expenditures for clerk hire are distributed to class of mail or service by the 
Department, individually for each of the 19 largest post offices and in total by 
cost ascertainment groups for the other offices. 

Allocating railway mail transportation expenditures 


The transportation cost of mail by railroads for the year is developed from the 
accounting records in the following categories : 


Transportation of mail in railway post office cars 


Transportation of mail in other railroad cars (bulk mail not sorted enroute) 
Terminal and piece handling charges 


Each of the above elements of rail costs is separately allocated to classes and 
subclasses of mail and to special services. 

Railway post office (RPO) car costs are assigned to paper distribution, letter 
distribution, and storage area in proportion to space occupied. Paper and letter 
distribution costs are separately redistributed to classes and subclasses of mail 
and special services, using results of tests of mail composition. Storage area 
costs are redistributed to class of mail or service in proportion to cubic-foot-miles 
of mail transported by rail. (See pp. — to —.) 

Costs of transporting mail in full cars or parts of cars (other than RPO’s) are 
allocated to classes and subclasses of mail and special services on the basis of 
cubic-foot-miles of mail transported by rail. 

Terminal and piece handling charges are divided between full cars and parts 
of cars (other than RPO cars) in proportion to the respective transportation costs 
for full cars and parts of cars. Separate tests are conducted to determine the 
proportion of mail by classes loaded and unloaded in full cars and parts of cars. 


Allocating other revenues and expenditures 


As can be seen from the above examples, the mechanics of allocating joint rev- 
enues or expenditures is highly technical and complicated. The general rule 
is to make allocations according to man-hours and facilities used, by using meth- 
ods that are deemed to be reasonable and equitable after careful consideration 
of the various service factors affecting each account. 


AREAS FOR IMPROVEMENT IN OPERATION OF COST ASCERTAIN MENT 


In our review of the operation of the cost-ascertainment system, we observed 
various areas where improvement is needed in administering the system and 
where the propriety of methods and procedures used was questionable. We have 
selected some of the weaknesses which appear significant for discussion in this 
report. Where possible we have estimated the effect of each item, but in many 
instances we could not find a reasonable basis for such an estimate, as the results 
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of improvements in the testing and allocating procedures cannot be computed 
retroactively. A discussion of the areas in which we believe improvements 
could be made in the operation of the system and of the action being taken by 
the Department to improve the procedures follows: 


Overreliance on judgment and need for internal review 


Inherent in obtaining information in the cost-ascertainment processes is 
the use of judgment in making sample selections and in conducting the various 
tests. Our observations of the cost ascertainment tests at various postal instal- 
lations disclosed that in some instances reliance was placed on the judgment of 
postal employees who were not adequately supervised or trained in the highly 
technical field of statistical sampling. First-line supervision did not detect 
and correct these questionable decisions. 

Instructions often place controlling responsibility for obtaining fair samples 
on field personnel. For example, the instructions for testing carrier routes 
provide that: 

“Routes on which tests are to be conducted should be carefully selected to 
secure average routes in each classification on which the volume of mail 
handled is neither extremely heavy nor light and which are not affected by other 
abnormal conditions.” 

In other instructions, postmasters, and other postal field personnel are re- 
quired to select “typical mails,” “proper proportions of large and small pack- 
ages,” and “representative quantities.” Procedures outlining the method to be 
followed in making the selection of test mails were not prescribed. 

In some cases the individual charged with taking the test also determined 
how the sample was to be selected. In such cases, the validity of a test depends 
on the unchecked judgment of one field employee who acted as the test taker 
as well as the sample selector. 

At some post offices we observed that the policy was to exclude from certain 
tests (1) peak mailing periods of the day; (2) peak workload days of the week; 
and (3) substitutes and slower employees. It appears that convenience was 
sometimes the determining factor in selecting tests. 

We found that personnel performing cost ascertainment work generally did 
not receive adequate local training and supervision. Also, the procedures in 
use locally were usually not in writing and did not always conform to prescribed 
departmental instructions. 


Program for improving cost ascertainment operations 


To effectively improve the sampling, accumulating, and reporting of cost 
ascertainment results, a training and internal review program would be neces- 
sary. Generally, such a program would have to provide for: 

1. The Department’s prescribing general policies and procedures in suf- 
ficient detail to promote uniform application. 

2. The Department’s establishing a training program to require that all 
employees participating in cost ascertainment work understand and follow 
the prescribed policies and procedures. 

3. The Department’s establishing a review program to determine the ex- 
tent of compliance with the prescribed policies and procedures through pe- 
riodic visits to each cost ascertainment installation. 

4. Local cost ascertainment supervisors’ prescribing in line with depart- 
mental policies the specific details of how samples should be selected and 
the data accumulated, so as to obtain consistent application of procedures. 

5. Local supervisors’ checking for compliance with prescribed policies and 
procedures. 


The Department states that it plans to improve its internal control of cost as- 
certainment operations by delegating to the cost officers in the regional con- 
trollers’ offices responsibility for supervision of all cost ascertainment activities 
in their regions. 


Examples of restrictive selection of test periods and test offices 


The Department allocates revenues and expenditures to the several classes of 
mail and services by projecting the results of test samples. Three types of test 
samples are used: test time periods, test postal instalaltions, and, where the 
volume of mail to be tested is very large, subsamples of work flow. Allocations 
of revenues and expenditures are based on successive application of two or more 
of the foregoing types of samples. As each of the types of test samples is in- 
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dependent of the others, the test coverage is the product of the sampling frac- 
tions. 

Successive application of different types of small samples quickly reduces 
sample coverage. For example, 4 out of 52 weeks of the year are tested, giving 
a sample coverage of 1 part in 13. However, only 20 of 184 group C post offices 
are tested, giving a sample coverage of about 1 part in 9, but the cumulative 
sample coverage is only 1 part in 117, or about four-fifths of 1 percent. In our 
examination we noted that cumulative sample coverage was usually less than 
1 percent. 

The objective of the Department’s test and sampling procedures is to attain 
representative coverage. However, we believe that restrictive selection of 
samples may hinder the attainment of this objective. Excluding certain periods 
of the year and repeatedly selecting the same postal installations can distort 
the test results so that they are not representative of the entire operation. 
Restrictive sample selection also tends to cause results to be consistent from 
year to year, thereby concealing possible changes in the overall pattern. Follow- 
ing are some examples of restrictive selection of samples. 

Sclection of test weeks.—In our review of test weeks selected, we noted that 55 
percent of the 56 weeks tested in the last 14 years had been used for tests in the 
immediately preceding year. During this period, no tests were conducted in the 
months of April, July, or October or during the first 29 days of January. No tests 
have been held in June since 1946 or in March since 1951. (See appendix 4.) 

Selection of test offices—The 19 post offices in group A are tested each year 
because of their large size. Other test offices are selected annually, but once 
selected the same offices are usually reselected for an indefinite number of years. 
An analysis of test office rotation outside of group A showed an average annual 
turnover of only about 5 percent. 

The effect of repetition in the selection of test offices is illustrated by the fol- 
lowing statistics relating to third- and fourth-class post offices selected for tests 
in 1956. 


Number of third- and fourth-class post offices______-__-- * ianigaienatanel’ =: (Ce 
Wem bew COMET TOU TOE FUR Te en ar ins kts chee eae 4 200 
Number of offices designated in 1949 still being tested in 1956____-______ 130 
7-year retention rate (percent) —........._............ ifiaebeoidaendl <del 65 
Average yearly turnover in the last 7 years (percent) __- A ed 5 


About 37 percent of the total postal receipts are from the 19 offices which 
are tested each test week. However, it is important that offices which are 
selected as test offices be representative of the group having the remaining 63 
percent of the receipts. 

Repetitive testing of the same post offices may not reveal significant changes 
in postal operations. For instance, the increase in the number of city delivery 
routes and city carriers confirms the rapid growth and expansion of suburban 
areas. Confining test post offices, principally, to offices previously tested tends to 
ignore the changing pattern of city delivery carrier service and excludes offices 
which would tend to reveal changes in trends. 

Selection of rural carrier routes for tests —There are about 32,000 rural car- 
rier routes operating out of 18,000 post offices, or an aveage of less than 2 routes 
for each office. Rural carrier route tests are conducted at about 220 of the test 
post offices. Generally, post offices designated to conduct rural carrier tests are 
redesignated from year to year, with an average annual turnover of about 5 per- 
eent. Rotation of test rural carrier routes is further limited because of the 
small average number of rural routes operating out of a post office. As a result, 
with four cost ascertainment test periods a year, rural carrier routes at test 
offices are usually included more than once in each vear’s cost acertainment 
sample. 

As a consequence of the limitations outlined above, we found that 92 percent 
of the tests conducted at second-class post offices in a 3-year period covered the 
same rural carrier routes. 

Selection of city carrier routes for tests —Our review of city carrier route tests 
disclosed that (1) the number of tests conducted at large offices is not pro- 
portionate to the number of routes; (2) repetitive tests were made of the same 
routes; and (3) policies and procedures adopted by some local postmasters pre 
eluded the selection of some routes for test. 

The Department prescribes the number of tests (1 route for 1 day) to be made 
at each post office. The maximum number of tests prescribed is 120 each test 
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week regardless of the number of routes at the test office. At test post offices 
reviewed by us, the test coverage ranged from three-fifths of 1 percent for small 
offices to one-fifth of 1 pércent for large offices. 

Some postmasters test the same route each day of the test week, while others 
test different routes each day. At the 48 post offices we reviewed for fiscal year 
1956, we found that 22 postmasters tested different residential routes and 26 
tested the same residential routes each day of the cost-ascertainment week. At 
the 12 post offices with more than 300 residential routes each, which generally 
tested the same route each day of the week, the percentage of repetition in 
the 1956 tests ranged from 77 to 90 percent. 

At the 48 post offices where we observed cost-ascertainment operations, we 
noted instances where (1) no tests were conducted on Saturdays: (2) there 
was a tendency to undertest on Mondays and Fridays; and (3) tests were not 
conducted on routes served by substitute and slow carriers. From our observa- 
tions, it seems that samples are sometimes selected on the basis of convenience. 

Selection of railway post offices for tests—Departmental instructions provide 
for testing the work flow in railway post office (RPO) trains employing approxi- 
mately 12 percent of the authorized RPO force, each cost ascertainment period. 
In our review of RPO sample selection at 14 of the 15 Postal Transportation 
Service regional installations, we observed that 12 of the installations tended 
to test the same railway post offices each cost ascertainment period and each 
year. In one region all tests were confined to the same 10 trains for 11 consecu- 
tive cost-ascertainment periods. In another region which tests 14 trains each 
period, the same 12 trains have been tested for 12 consecutive periods. 

Selection of Postal Transportation Service terminals.—Small Postal Trans- 
portation Service (PTS) terminals are tested on a selective basis. The Depart- 
ment designates the number of terminals to be tested in each region, and regional] 
transportation officials select the specific terminals to be tested. 

We found that, once a small terminal was selected for test, it usually con- 
tinued to be tested for a number of years. During the past 5 years, over 150 
tests were made of small terminals, but these tests were confined to 13 of the 
45 small terminals. Five of the thirteen terminals tested were selected every 
quarter of the 5-year period. 

Action taken to improve sample selection.—The Department recognizes that 
the sample selection methods it has been following might be improved. For fiscal 
year 1958, plans have been made to select fourth-class test post offices on a 
random sample basis. Also, on July 1, 1957, the Department engaged, as con- 
sultants, a firm having experience in the application of statistical sampling in 
cost accounting to review their sample selection methods and suggest improve- 
ments. See comments on page 6. 


Questionable allocation procedures 


The sampling procedures are designed to determine the proportion of rev- 
enues and expenditures applicable to each of the several classes of mail and 
services during each test week. The ratios developed are used to allocate 
amounts in revenue and expenditure accounts quarterly. Each test is designed 
to develop the necessary ratios in conformity with procedures adopted by the 
Department. Our review indicated that some of the procedures used might not 
result in fair and reasonable allocations. Following are some examples of 
our findings. 

Unabsorbed adjustments for month-end variation in first-class mail load.—The 
four quarterly test weeks selected each year are scheduled to cover successive 
parts of a month. Accordingly, some tests at the beginning or end of the month 
will include heavy first-class mailings which normally occur during those periods. 
To prepare undistorted quarterly cost ascertainment reports, first-class mail 
revenues are adjusted for this variation in mail flow. First-class mail revenues 
for test weeks including the beginning or end of a month are adjusted down- 
ward: first-class mail revenues for test weeks during other periods of the month 
are adjusted upward. 
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To compile total test revenues for the year by class of mail, the revenue infor- 
mation in the four quarterly reports is consolidated, without eliminating the 
adjustments. 

If the adjustments were sound, the downward adjustments would tend to be 
absorbed by the upward adjustments and the consolidated total for the 4 quar- 
terly reports would be about the same as the total of 4 unadjusted quarterly 
tests. However, we found that the adjustments were not absorbed, and as a 
result the revenue allocated to first-class mail for fiscal year 1955 was under- 
stated by about $14.3 million at 7 cost-ascertainment post offices in group A and 
all cost-ascertainment offices in groups B through E. While the $14.3 million 
figure is small in relation to total allocations to first-class mail, it is large in 
relation to the $62 million net revenue reported for first-class mail in the same 
year. 

Allocating salary expenditures for serving patrons at postal windows, third- 
and fourth-class offices ——At third- and fourth-class offices, identifiable costs of 
window service, such as registry, money-order issues, and postal savings, are 
charged directly to those services. Nonidentifiable or overhead costs, consisting 
principally of time spent in distributing incoming mail to patrons, were allocated 
to classes of mail and special services on a base which included time required 
to handle outgoing mails and special services, as well as incoming mails. Out- 
going mails and special services should have been excluded from the allocation 
base used for window service. 

In fiscal year 1955, the use of this base rsulted in undercharges to second- and 
third-class mail aggregating $4.5 million. Corresponding overcharges were made, 
principally to first-class mail and money-order expense. 

This matter was brought to the attention of agency officials, and action was 
taken to exclude outgoing mails in making allocations for fiscal year 1956. 

Allocating terminal and piece handling charges.—Terminal and piece handling 
charges are the amounts billed by the railroads for loading and unloading mail, 
based on the number of pieces (volume) handled. In fiscal year 1955, the Depart- 
ment distributed “terminal and piece handling charges” between full railroad 
cars (other than RPO ears) and parts of cars in proportion to respective trans- 
portation costs for full cars and parts of cars. Transportation costs are deter- 
mined by volume and distance. However, the distance traveled has no relation 
to the cost of loading or unloading and should not be used in determining the 
distribution of the charges for loading and unloading mail. 

The composition of mails carried in full cars differs from that carried in 
parts of cars, often having a smaller percentage of first-class mail. We estimate 
that, if the allocation had been based upon volume alone, additional charges of 
$1.2 million would have been made to third- and fourth-class mail. 

Allocating certain expenditures relating to mail transportation.—The Depart- 
ment uses a common cubic-foot-mile basis to allocate the major expenses in- 
curred in the transportation of mail by rail and star route carriers to the several 
elasses of mail. The volume of each class of mail originating at selected test 
post offices and the average distance the mail traveled to its destination are 
determined by tests. From this information, the total cubic-foot-miles of mail, 
by class, transported by all types of carriers are developed on a nationwide basis. 
The cubic-foot-miles of mail transported by carriers other than railroad and star 
route are deducted. The remaining cubic-foot-miles by classes of mail were used 
to allocate the following expenditures for 1955. 


Rail transportation in other than RPO ears______-__-____-_- __.. $158, 000, 000 
RPO CAP, SEORRMC OTOR AEs oc cits sd itesid weieiccs— hie cunt Sita 21, 000, 000 
RPO: clerks’ nondistribution: time.ins.< o6.cses ca on edd lee 16, 000, 000 


Litem ea sesso mins cael 32, 000, 000 


Allocation of expenditures for rail transportation in proportion to cubic-foot- 
miles appears to be reasonable. However, we question whether the other three 
items of expenditure should be allocated on this basis. 
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For transportation costs of RPO car storage areas, we believe that the number 
of sacks, pouches, and pieces loaded into the storage area (weighted to give recog- 
nition to relative volume) would give a more reasonable allocation. By allocat- 
ing these costs in proportion to cubic-foot-miles, about 70 percent of the costs 
were charged to fourth-class mail; by using the number of items loaded as a base, 
only 52 percent would be charged to fourth-class mail. 

About 80 percent of an RPO clerk’s time is spent in distributing mails and is 
charged directly to the classes of mail distributed. The other 20 percent, non- 
distribution time, is spent in doing work primarily in connection with the mail on 
board the RPO. Our review indicated that a more reasonable result would be 
obtained if this nondistribution time were allocated in proportion to the com- 
position of the mail handled in the RPO car, rather than cubci-foot-miles. This 
method would result in charging considerably less than 70 percent to fourth-class 
mail. 

About half of the cost of star route service was incurred on routes where serv- 
ice was similar to rural delivery, and presumably operated in rural areas, but 
only 20 percent of the cost was allocated on the same basis as rural delivery 
eosts. For costs of star routes performing duties similar to rural route, we 
believe that the 5 percent allocation used for rural carriers and small post 
offices is more nearly applicable than the 70 percent allocation based on cubic- 
foot-miles. 

Applying the bases which appear more logical than the cubic-foot-mile basis 
to the above items of expense, we estimate that in fiscal year 1955 fourth-class 
mail was overcharged as follows: 


Amount of overcharge 


Railway post-office car storage mail__.__.___________________-____- $4, 500, 000 
Railway post-office clerks’ nondistribution time____.___-_._-_-___-_-~- 3, 400, 000 
Meenas -Otrietis Joes tle ies ca bese 8, 000, 000 


While these differences are substantial, they should not be construed as repre- 
senting the full net effect of more refined allocation methods on the cost of 
handling fourth-class mail. They are merely cited as examples of differences 
that can result from a more refined allocation than is made by using a cubic- 
foot-mile base. If this refinement were extended to the allocation of “Rail 
transportation in other than railway post-office cars,” these differences would 
tend to offset. The extent of these offsetting factors could not be determined, 
as detailed statistics were not available. Also, we found some allocation methods 
not based on cubic-foot-miles which would tend to undercharge certain costs 
to fourth class. As a consequence, we were unable to determine the net effect 
of the refinement of all allocation methods which affect this class of mail. 

Reliability of conversion and weighting ratios. To avoid voluminous individual 
computations and to minimize counting of individual pieces of mail, ratios 
(standards) are used to compute revenue dollars from pounds or other measure- 
ments of mail flow. Ratios are also used to weigh the results of tests of ex- 
penditures in proportion to time spent in handling different classes of mail and 
for various other purposes. Such ratios are a practical means of obtaining 
reasonably accurate information and giving effect to time and other factors. 

As errors in conversion ratios have a cumulative effect, the development, veri- 
fication, and updating of ratios are very important. Although most of the ratios 
that we reviewed appeared to be reasonable, we noted some which did not. For 
example, the accuracy of ratios used to compute metered-mail revenue was not 
always rechecked before use on successive tests; sample coverage for developing 
ratios of seconds per piece of mail handled for each class of mail at third- and 
fourth-class post offices was only about one one-hundredth of 1 percent; and 
weighing values used to allocate rural-carrier cost ($195 million in fiscal year 


1955) were developed in 1944 and were based on a relatively small sample obtained 
through questionnaires. 
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The Department is taking steps to update and improve the accuracy of some of 


these ratios; instructions have been issued which require local verification of 
metered-mail conversion ratios. 


Other examples not included 


While we noted other instances where the propriety of cost-ascertainment pro- 
cedures was questionable, we are not listing them in this report because many of 
the findings are too technical and complicated to explain without an excessive 
amount of detail and others depend on the question of judgment as to which 
method would produce the fairest results. 

Findings developed in our review have been discussed with departmental offi- 
cials, and most differences have been resolved. In some cases the Department 
has already taken action to correct deficiencies noted. 
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APPENDIX 2 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 10, 1954. 
The Honorable the PostMASTER GENERAL, 

My Dear Mr. PostMASTER GENERAL: This has reference to your letter of 
March 9, 1954, requesting my opinion on a matter of accounting principle as 
presented therein. More specifically, your inquiry relates to the allocation of 
costs to various classes of mail and other services on what you described as a 
“use” of postal personnel and facilities principle as opposed to the view of cer- 
tain persons whom you indicate believe that the problem of cost allocation 
should be pursued from the basic assumption that the post office operates pri- 
marily to carry first-class mail. Such an assumption leads to the proposal that 
the cost of other classes of mail be determined by the reduction in expense that 
would occur if such services were eliminated, which cost method has been re- 
ferred to as “incremental costing” in these discussions. 

An awareness of the complex nature of the problem under discussion and its 
inevitable association with controversial problem of postal ratemaking convinces 
me that it would not serve a useful purpose to oversimplify the issues involved 
by endeavoring to deal with the question of accounting principle here involved 
in the abstract. This is a question which cannot effectively be dealt with in a 
vacuum, so to speak, since the main test of the validity of cost allocations in 
any circumstance is one of reasonableness and usefulness in relation to the 
management objectives and other problems to be dealt with. Moreover, our ex- 
perience in developing accounting principles applicable to the Federal Govern- 
ment indicates the need for an awareness of the practical problems involved 
rather than a detached technical approach. 

In the circumstances it is deemed appropriate to discuss certain factors 
which seem to me to clarify somewhat the issues which are involved in your 
present inquiry. Briefly stated, these are as follows: 

1. Costs on whatever basis determined cannot become automatic indi- 
cators of rates because of the necessity for the consideration of other factors, 
many of which are intangible in nature. However, the practices adopted 
in the preparation of cost data should be responsive to basic policy to the 
extent that Congress, as the responsible body, lays down such policy. This 
observation stems from the fact that any system of cost allocation is neces- 
sarily based on certain given assumptions and only to the extent that there 
is agreement as to the validity of the assumptions can there be expected to 
be agreement as to validity of the resulting data. 

2. The Post Office Department carries on an integrated operation char- 
actirized by the fact that the several classes of mail are handled on a com- 
mingled basis at many of the operating points in its work. Moreover, the 
functions of the post office for the most part, are not such that management 
has a choice as to whether or not it will perform a particular function. 
This would seem inescapably true with respect to the four classes of mail 
at least. 

3. The factors enumerated above, in the absence of definitive congres- 
sional policy to the contrary, do not support the conventional concepts of in- 
cremental costing as a primary basis for the allocation of costs to the four 
classes of mail. This does not, however, preclude the use of the incremental 
approach as a supplementary tool in producing data which may better equip 
management or others, including, of course, the Congress, in arriving at 
judgment decisions in specific situations. 

4. The integrated nature of the operations makes the problem of allocating 
costs in the post office to classes of service primarily one of allocation of 
joint costs. There are a number of recognized bases of allocating joint 
costs. Each of these is suited to particular situation. The present “use” of 
postal personnel and facilities principle as applied in the cost ascertainment 
system is one approach. In the public utility field Federal regulatory bodies 
have recognized priority of classes of service as appropriate cost allocation 
factors as well as ratemaking factors in various situations. You will recog- 
nize the inherent possibilities that such an approach presents with respect 
to differences in the character of service as between the four classes of mail. 

In summary, it is my. view that there are not now available an authoritative 
and definitive set of assumptions on which to base cost allocations that can 
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serve to resolve the present conflict of views. Moreover, while I find it difficult 
to ascribe validity to the so-called incremental cost approach in the sense you 
have used the term, I likewise am not prepared to endorse the flat “use” prin- 
ciple of cost allocation as it is applied in the cost ascertainment system. 

In an effort to approach in the most constructive manner the general problem 
of cost accounting and financial administration which your inquiry presents, 
I am led to suggest the following broad course of action for your consideration: 
(a) Aggressive continuation of your present program of revamping the basic 
accounting system of the Department, with special emphasis on developing a 
basic accumulation of cost data in a manner designed to make it useful to man- 
agement for evaluating performance on a responsibility concept; and (b) work- 
ing with appropriate committees of Congress to develop an authoritative and 
definitive set of assumptions from which bases of allocations may be drawn for 
application to such cost data in determining the cost of the various classes of 
service for ratemaking purposes. This will provide a service to management 
not now accomplished by the cost-ascertainment system and will be an appro- 
priate outgrowth of the dynamic program you are now pursuing which has 
already brought about many significant improvements in accounting for the 
Post Office Department. I am sure you know that we in the General Accounting 
Office will be more than glad to continue our cooperative work with your Depart- 
ment in these constructive endeavors. 

Sincerely yours, 
(Signed) Linpsay C. WARREN, 
Comptroller General of the United States. 


APPENDIx 3 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 16, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post O fice and Civil Service, 
House of Representatives. 


Dear Mr. CHAIRMAN: This is in reply to your request of March 14, 1956, for 
our opinion concerning the validity and soundness of the approach used by the 
Post Office Department in the tables included under the heading “Application 
of the Cost Ascertainment Report to Postal Ratemaking,” at the beginning of 
the 1955 cost-ascertainment report. In the tables included in this section a 
formula is applied to the allocated costs for the various classes of postal service 
developed by the Department’s cost-ascertainment system to arrive at revenue 
goals for such classes of service and related recommendations for rates. 

The formula is explained as being based on studies of an internal post-office 
committee and reduces to composite mathematical percentages the relative weight 
which the Department considers should be applied to its allocated cost data to 
give what it regards to be appropriate recognition to certain “intangible” ele- 
ments, not reflected in its cost allocations, in the establishment of revenue goals. 
These “intangible” factors are not completely identified, but are explained as 
including such factors as “(1) the value of priority given to any one class of 
mail or service, (2) the relative values of the various services to the public, and 
(3) the relative intrinsic values of the items handled.” We also understand 
that recognition is given in the formula to “ability to pay.” 

The Post Office Department points out that the cost-ascertainment system dis- 
tributes its expenditures by accounting and statistical means to each class of 
service on the basis of its use of the postal facilities and personnel. In doing 
this it, in effect, regards each class of service as of equal importance for cost- 
allocation purposes in that it does not attempt to reflect any differential for any 
class of service for the intangible factors, except to the extent that such factors 
may be reflected in the “use” of personnel and facilities. 

It is, of course, generally recognized that the establishment of rates or prices 
is a much broader question than the development of costs. Costs on whatever 
basis determined cannot be expected to become automatic indicators of rates be- 
cause of the necessity for the consideration of other factors, many of which are 
intangible in nature and do not lend themselves to accounting treatment. How- 
ever, the practices adopted and the bases used in the preparation of cost data 
should be responsive to basic policy to the extent that Congress, as the responsible 
body, lays down such policy. This observation stems from the fact that any 


- 
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system of cost allocation is necessarily based on certain given assumptions and 
only to the extent that there is agreement as to the responsiveness of the assump- 
tions to the policies involved can there be expected to be agreement as to the 
validity of the resulting data. 

In the absence of a definitive policy on the part of the Congress, we are 
unable to express an opinion as to the validity and soundness of the approach of 
the Post Office Department in terms of a predetermined legislative standard. 
For example, if the Congress were to adopt the premise that the postal service 
is to be self-supporting, then ability to pay becomes a basic factor for its con- 
sideration. Whether this factor should be treated separately or be included along 
with other intangible factors in arriving at a composite “allowance for intangible 
factors,” as shown in the 1955 cost ascertainment report, is still another matter 
for congressional consideration. 

In the circumstances, we believe the Post Office Department has followed a 
logical course by presenting a proposal which sets forth its revenue objectives and 
explains the premises underlying the data submitted. With this material before 
it, the Congress can review the data submitted in the light of the premises on 
which it is based and arrive at a course of action deemed to be in the public 
interest. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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WEEKS SELECTED FOR COST ASCERTAINMENT 
WEEK OF FISCAL YEARS 1944 THROUGH 1957 


4TH QUARTER 
* Z t 


_—> 5 WEEKS USED 


3RD QUARTER 
5 WEEKS USED 


2ND QUARTER 
3 WEEKS USED 


1ST QUARTER 
4 WEEKS USED 


17 OUT OF 52 WEEKS, 
OR 33% TESTED 
IN 14 YEARS 
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Post OFFICE DEPARTMENT’S COMMENTS ON REPORT ON REVIEW OF THE COST 
ASCERTAIN MENT SYSTEM—1957 BY THE COMPTROLLER GENERAL 


DESCRIPTION OF COST-ASCERAIN MENT SYSTEM 


The cost-ascertainment system is, in fact, a cost accounting system. It is 
not a unique or highly unusual approach. Because of the magnitude and com- 
plexity of the Department’s operations, it is not feasible to develop cost by classes 
of mail and service on a continuous basis. The magnitude of the operations are 
such that the same practical result can be obtained by the use of statistical- 
sampling methods. Such procedures are followed under similar circumstances in 
private industry, and the results thereof are accorded the same recognition as a 
continuous cost-accounting system operated as part of the financial accounts. 


COST OF OPERATING THE SYSTEM 


The present annual cost of opearting the system is estimated at $2 million, 
which is not large in relation to the mail volume of 61 billion pieces and $3.3 
billion in expenditures. Consideration is now being given to the integration of 
the data currently developed for management purposes at post offices above 
$200,000 in annual receipts with the data required for the system. This might 


effect some saving; however less than one-fourth of the designated cost-ascer- 
tainment offices fall in this range. 


USE OF THE SYSTEM 


The cost-ascertainment system was designed primarily to estimate the gain 
or loss on each class of mail or service, as required by law. 

This information has been extremely helpful to the Department and the Con- 
gress as a starting point in developing changes in rates, although factors other 
than cost are involved in most ratemaking policy questions. In addition, the 
system produces data essential to the development of annual budget estimates for 
submission to the Congress. The number of pieces of mail, for instance, is the 
most important single yardstick in determining fund requirements. Mail volume 
and revenue by classes of mail are also essential in predicting future revenues, 
which is essential for fiscal planning of the Government. 

Cost-ascertainment results showing revenue and volume by classes of mail for 
the Nation as a whole are not, in themselves, useful tools to management in the 
day-to-day control of operations. For this purpose, cost by areas of responsibil- 
ity and volume in terms of workload are required on a continuing basis. Such 
information is presently being gathered as part of the general accounting and 
statistical reporting system of the Department. Studies are underway to use 
more of the data gathered in the workload-measurement system in developing 
cost-ascertainment data, but the two different types of information will always 
be required. For example, the workload of a given post office consists of not only 
originating mail but incoming mail that has already been accounted for as origi- 
nating mail elsewhere. Furthermore, it would exclude originating mail fully 
processed by a mailer that required a minimum of handling at the office of mail- 
ing, although the revenues are included in the revenue of the mailing office. 
Finally, weight must be given to the various types of mail in establishing work- 
load, since there is obviously more work involved in handling a large parcel than 
a first-class letter. 


SAMPLING TECHNIQUES USED IN THE COST-ASCERTAINMENT SYSTEM 


The General Accounting Office report states that the sampling techniques used 
in the cost-ascertainment system may not attain coverage which is representative 
of the entire operations of the Department, and advocates the use of (random) 
statistical sampling methods. It states that the cumulative sample coverage 
was usually less than 1 percent. 

The Department has continuously sought to improve the accuracy of the sam- 
pling estimates in the cost-ascertainment system. In keeping with this attitude 
it is currently studying the feasibility of some possible application of probabil- 
ity-sampling techniques to portions of the sampling processes. If such applica- 
tions are made no significant changes whatever from the present results of the 
cost-ascertainment system would be expected ; these have been reviewed over and 
over again through the years by experts, and found acceptable. A study was 
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recently made of the applicability of statistical sampling methods in cost ascer- 
tainment by a well-known firm of certified public accountants. This study was 
very preliminary. It did not raise questions concerning present procedures, but 
it did suggest as feasible some alternative probability-sampling methods. Sug- 
gestions and comments along these lines are being reviewed as part of the con- 
tinuing effort to improve individual techniques in the cost-ascertainment system. 
This whole matter is simply one of refinement of procedures. 

The total receipts at the offices regularly designated to report cost-ascertain- 
ment data for the fiscal year 1956 were $1,053,800,000. This was 45.7 percent of 
the total receipts of all offices. Since basic cost-ascertainment data are collected 
at the designated offices for 4 full weeks in the year, the sample data covers 
approximately 3.5 percent of the total business of the Department. 

Further, in discussing the current sampling methods, the General Accounting 
Office report states that restrictive sample selection tends to cause results to 
be consistent from year to year, but uses the consistency in results to support the 
opinion that annual cost ascertainments are not necessary. 

The stratified sampling used in the cost-ascertainment system has been demon- 
strated to be suitable, and it has not been proved that the general application of 
random sampling would produce more accurate results or would be less costly. 
Stratified sampling is a normal and generally accepted approach to a study of 
the nature involved in postal operations. Where statistical techniques are em- 
ployed in this type of problem, the method usually followed is to separate a 
heterogeneous total into homogeneous subgroups and to draw from each subgroup 
a sufficient sample for detailed study for the purpose of extending the relation- 
ships within the sample to the total of the subgroup. This method has been 
followed by the cost-ascertainment system in selecting samples within each strata, 
recognizing inherent differences in characteristics relating to the business and 
operating conditions at offices in different strata and basic similarities existing 
at offices within a homogeneous group. 

The general consistency in results over the years would appear to strongly 
indicate a substantial degree of reliability in the results. The accuracy of the 
Department’s sampling procedures was verified to a very marked degree with 
data for the June 1953 quarter when the test was made by dividing the regular 
cost ascertainment work into two equal groups of post offices and the computa- 
tions run on that basis through to the final result. The variations in the revenue 
and expense results using the two separate and independent samples were prac- 
tically negligible. 


INTERNAL CONTROL AND SUPERVISION OF COST ASCERTAINMENT FIELD ACTIVITIES 


The program of the Department for participation of regional cost officers in the 
field operations of cost ascertainment has been proceeding rapidly. 

Experienced members of the field committee on cost ascertainment personally 
assisted and indoctrinated regional cost officers of seven regions in installation 
procedures at newly designated offices at the beginning of the fiscal year 1958 and 
regional cost officers completed installations at 15 additional offices in 9 of the 
regions. 

Visits to offices during the statistical periods to check compliance with in- 
structions and quality of performance have been scheduled for each period of 
this fiscal year. Regional cost officers visited all group C (22) offices in the 
September period to check the accuracy of time reporting, and made general 
observations in a number of offices during the November .reporting period. In 
the February period all regions were requested to schedule cost officers for such 
visits. Five regions have made reports to date covering observations of 13 post 
offices, including 3 large group A offices, and 2 postal transportation service 
installations. Reports include a number of worthwhile suggestions for improve- 
ment of forms and procedures. 
























ADJUSTMENT OF FIRST-CLASS MAIL REVENUES 










Measurements are made of the increases occurring during end-of-month and 
first-of-month mailing periods for first-class mail, and adjustments are made in 
the statistical base-week data which will recognize these volumes in the postal- 
quarter data produced from the base week. Neither deferral nor anticipation 
of revenue is the purpose of the adjustment in question. Obviously, the adjust- 
ment data must properly reflect both the postal business days and the cyclical 
relationship of the statistical week in the separate quarters. These relation- 
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ships vary from quarter to quarter in the test data, and it is evident the adjust- 
ments need not balance to zero for a year. 

The system used by the Department, applied on a quarterly basis, recognizes 
a 13-week cycle in each calendar quarter. We believe that it more accurately 
evaluates the impact of the abnormal business mailings of first-class mail occur- 
ring at the beginning and at the close of each month. 


GENERAL WINDOW SERVICE AT THIRD- AND FOURTH-OCLASS OFFICES 


The formula for apportioning costs of general window service (general de- 
livery, box service, and inquiries) at third- and fourth-class offices was revised 
in the cost-ascertainment report for the fiscal year 1956. This revision effec- 
tively met the objection to the procedures stated in the General Accounting 
Office report. 

TERMINAL AND PIECE-HANDLING CHARGES 


Prior to the fiscal year 1957, the initial separation of terminal and piece- 
handling costs applicable to full storage cars and lesser units was made on a 
basis that gave effect to mileage on the costs of these services. This gave effect 
to differences in the number of loadings and unloadings required on varying 
lengths of haul. The allocation of these expenses to the classes of mail was 
made on the basis of relative physical volume without regard to mileage. Be- 
ginning with the fiscal year 1957, the refinement of making the initial separation 
of expense to full cars and lesser units was discontinued. 


STAR-ROUTE SERVICE 


Star-route service is primarily a transportation service. The relatively small 
part of the service similar to rural-carrier service is treated, appropriately based 
on studies made on rural routes. The composition of the mails transported into 
rural areas is not substantially different than mails carried elsewhere. The 
relative proportion of fourth-class mail handled in rural areas is at least as 
high as the average, because of the greater use of mail-order services. 


MAIL CARRIED IN THE STORAGE AREA OF RAILWAY POST OFFICE CARS 


The General Accounting Office report suggests a refinement in method of 
allocating these costs which would involve considerable expense and which 
doubtless would not significantly change the final results of the allocation. 
Since there is no question as to the accuracy of the overall relative weight 
or cubic volume of fourth-class mail to the total, any overallocation of costs 
for the segments handled by railway post office cars would be offset by under- 
allocation of costs for the remainder of fourth-class mail handled in storage 
cars or lesser units of storage space, which are at higher rates than railway 
post office space and subject to terminal and piece-handling charges. It should 
be noted that at the conclusion of the section on questionable allocation pro- 
cedures at page 36, the report states that there are offsetting factors to be 
considered and the General Accounting Office staff “were unable to determine 
the net effect of the refinement of all allocation methods which affect this class 
of mail.” 

It is the judgment of the Department, which has been confirmed by the 
studies of qualified experts, that the end results of the cost-ascertainment sys- 
tem are substantially accurate. 


COMMENTS ON REPORT 


Mr. Giuterre. On the matter we have been discussing we don’t 
consider that the Comptroller General’s report is seriously critical on 
careful reading of it. We feel they have offered some suggestions 
of a technical nature that will be very useful. Some of the s sugges- 
tions we have already anticipated or have already taken action upon. 
Others we have not entirely agreed with. 

But the report calls attention to the fact that this system indicates 
evidence of making a sincere effort to get a proper allocation of 
revenues and expenses by classes of mail. 
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It is the opinion of our experts who have studied the report care- 
fully that it is not an indictment of the cost ascertainment system, 
but rather an attempt to give the Congress an overall report of the 
genesis and the characteristics of the system and make some sugges- 
tions for improvement. 

VOLUME STUDY 


Turning now to this volume study, I simply want to call the atten- 
tion of the committee to the fact that in our 1959 budget justification, 
the estimate for 1958 was 61.4 billion pieces of seal and for 1959, 
63.5 billion pieces of mail. 

Now, these estimates were based upon a 4 percent increase in 1958, 
which is 2.3 billion pieces, and a 3.4 percent increase in 1959, which 
is 2.1 billion pieces. 

It looks now as though the percentage increases will be just about 
reversed and that we will have only about a 3.4 percent increase in 
1958 and a 4 percent increase in 1959. 

Now, if we have a 3.4 percent increase in 1958, then the increase 
in that year will be 2 billion pieces and the total for the year will be 
61.1 billion pieces. 

Conversely, if we have a 4 percent increase in 1959 we will simpl 
add 300 million pieces to the increase here and it will be 2.4 billion 
pieces in 1959. 

So that our 1959 budget, if based upon a 4 percent volume increase in 
1959, over what now appears reasonable for 1958, will be increased 
by only 2.4 billion. You can see that that compares very favorably 
with the increase of 2.7 billion in 1957, 2.5 billion in 1956, and 2.8 
billion in 1955. 


REASONABLENESS OF ESTIMATE 


So that the point that I wanted to stress to the committee is that 
the number of pieces estimated to be handled in 1959, of 63.5 billion, 
in our opinion still stands as a reasonable estimate even though the 
1958 

Senator Rosertson. That is on the assumption that the current 
recession will be over when ? 

Mr. Gritetre. It is on the assumption that the current recession 
will be over, that business will be starting back up to normal, ear] 
in fiscal year 1959, which is in line with the statements of Dr. Saul. 
nier, the Chairman of the President’s Council of Economic Advisers. 

Senator Drr«sen. If it is not over, you are going to have to increase 
your estimate because they are going to be vocal and writing a good 
deal more, judging from the mail we get. 

Senator Rozertson. That is just the congressional mail. 

Senator Jonnston. How many billion pieces do you expect in 1958? 
You were changing your figures there. 

Mr. Giiterre. Senator Johnson, we would expect in 1958, 61.1 
billion pieces based upon a 3.4 percent increase for fiscal year 1958. 

Now, we may not quite attain that, but it looks as though it was 
entirely reasonable for the reason that the periods that we compare 
with at the end of fiscal year 1957 were sliding off, so there is more 
opportunity for a larger percentage increase to be reported in the 
closing periods of this year. 
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If we do not reach the 1958 estimate, of course, we would expect to 
apply such moneys as we had left over to the payment of the increased 
railroad mail pay in the southern and western roads, which was not 
included in the 1958 budget. 


Senator Jounston. So you are expecting a larger increase, then, in 
1959, than you are in 1958? 

r. Grterre. It looks now as though the percentages would be just 

about reversed, Senator, from those that were used in the original 


er but you come up with the same total eavestt of mail to be 
worked in 1959; namely, 63.5 billion pieces. 


BASIS OF ESTIMATED INCREASE 


Senator Jounston. What do you base your increase on in 1959 over 
the 1958 period? What causes that? 

Mr. Gittetre. Down through the years we have reflected in our mail 
volume the growth of the economy as.a whole. We have found that 
there is a general correlation with business indexes such as gross 
national product, personal income, and also population. 

The steady increase in population is the unde yi ying cause of a steady 
increase in mail volume. You will see from the chart that we have 


had an average of around 2.5 billion pieces increase a year for the last 
3 years. 





REACTION TO REORGANIZATION PLAN 


Senator Rosertson. While the gentleman from South Carolina is 
considering what he is going to ask, I will ask a few questions of the 
Postmaster General. 

Did you get any protests against the new reorganization plan? 

Is there any justification for the protest ? 

Mr. SumMerrretp. Very little, sir. We took the time to write a 
letter to each Member of ‘Congress explaining pretty much in detail 
exactly what we were proposing to do and why, and how we intended 
to handle the matter of personnel. 

So we have had a very minimum of protests, considering the size 
and volume of the change. 

You will recall you wrote me a short time ago, Mr. Chairman, 
regarding that question. I have prepared a rather full explanation of 
what we are doing. 

Senator Rorertson. Would the committee like to hear his explana- 
tion, or just let him put it in the record ¢ 

Senator Dirksen. I think 

Senator Jonnston. I would like to have in a general way just how. 
Senator Rozertson. I got some protests. I told the General that 
when he testified I would like to have him explain their reorgan- 
ization. . This is the answer to the protests of postal employees about 





the reorganization. 


| 

Mr. Summerrietp. The Members of Congress I am speaking of. I 
| would like to read this. 

| 
i 


Senator Ropertson. I wish you would. . You may proceed. 


ANSWER TO PROTESTS 


Mr. Summerrrevp. In compliance with Senator Robertson’s request, 
the following statement covering certain changes in regionalization is 
presented for the record. 
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As far as American taxpayers are concerned, the Post Office Depart- 
ment has only one reason for existing, and that is to provide a good 
postal service at a fair price. 

In the final analysis, our overall performance is the sum total of the 
efficient: operation of each and: every: postal installation. Our field 
organization shares a major responsibility for the quality of our prod- 
uct and its cost because they work with and through the management 
groups in. our various postal installations. 

The regional organization has faced some very real difficulties in 
making their contribution to the service because they have been con- 
fronted with: ; 

1. An ever-increasing volume of mail; 

2. Inadequate postal facilities; and 

3. A constantly deteriorating rail transportation service. 

The measure of the effectiveness of our regional organization is 
dramatically revealed by one key set of figures. 

In the 5-year period from 1953 through 1957 there has been an 
increase of 16 percent in the volume of mail handled, with less than a 
4-percent increase in the man-hours used to handle this volume. 

he postal service is not static. It is a constantly growing, con- 
stantly changing service. Our management organization must always 
be flexible enough to meet and solve the problems which are created 
by these changing conditions. 

Since 1938 the Congress has appropriated little or no funds for new 
postal facilities. Since that time the mail volume has increased from 
26 billion pieces a year to approximately 61 billion pieces annually. 


EFFECT OF POPULATION INCREASE 


Our population has increased from 130 million to more than 170 
million persons. Postal facilities that were adequate then are now so 
congested that the problems of processing the mail efficiently have 
become increasingly difficult, if not impossible. 

The problem of inadequate facilities is intensified by the nature of 
our business. We know of no other processing operation in industry 
or Government where there is so little control over the volume of the 

roduct to be processed and so much emphasis on the speed with which 
it must be processed. 

We must accept our mail volume at the convenience of our patrons. 
Our processing time is limited by the dispatches of value provided 
by the principal mediums of transportation. 


EFFECT OF REDUCTION IN NUMBER OF TRAINS 


As an example, in 1938 there were more than 10,000 trains carry- 
ing mail. In 1957 we had less than 2,500 trains, and in the period 
from 1955 through 1957 alone, 697 trains have been dropped. This 
reduction in the number of trains makes it even more esential that 
the mail be processed speedily in order to take advantage of the fewer 
available dispatches of value. 

Because of budget limitations, there has been a tendency over the 
years to reduce service—to take something out of our product. As an 
example, in April 1950 the second delivery trip in residential areas 
was eliminated. 
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Formerly, mail which arrived after the carrier left on his first 
delivery trip would be cased and delivered on the second trip of the 
same day. 

To maintain good service on a one-trip residential delivery schedule 
requires a much closer coordination in the movement of mail. Now 
the mail must arrive at the office and be cased before the carrier leaves 
on his one-delivery trip, or it cannot be delivered in the residential 
area until the next day. 

Postmasters tend to concentrate their efforts on incoming mail— 
the mail for local delivery. 

Accordingly, when operating funds are reduced, the outgoing mail 
is adversely affected. 

Although the decentralization program has produced remarkable 
results in cost control—improved ieticy ant: has by the very fact 
of decentralizing met more adequately the day-to-day operating re- 
quirements of installation heads, it, nevertheless, has become apparent 


that something more must be done to improve our mail service to 
patrons. 


PILOT OPERATION 


“* 

In April 1957 a pilot operation was started in western Pennsyl- 
vania to determine what organization structure was necessary to im- 
prove the mail service. It seemed obvious that the only way we were 
going to accomplish this was to improve the flow of mail through 
postal installations and between postal installations, because in the 
final analysis the mail is handled in postal installations, not in the 
regions or in the Department in Washington, D. C. 

In order to find out accurately what the problems were in and 
surrounding postal installations, we detailed district managers, as- 
sistant district managers, and some inspectors to the job of finding 
out—and we gave them the title of field services officers. 

All during this pilot operation we received reports from each 
services officer as to his findings and as to the corrective action taken. 
What they found out in their personal contacts with postal installa- 
tions was most revealing: 

1. Some of our post offices in western Pennsylvania were col- 
lecting the mail after the key dispatch of value. 

2. Obsolete dispatch practices were being followed which de- 
laved the mail. 

3. Mail was still being distributed to trains which had been 
discontinued because they had not changed their schemes. 

Senator Dirksen. What happened to it? 

Mr. Summerrievp. The mail would be delivered all right, but a 
wrong dispatch causes delays. That is one reason you had to have 
management in the field, so you could correct some of these things. 
We were not tight enough under the original concept of decentral- 
ization so we improved it. 

Senator Jounston. How long did that go without being improved 
or corrected ¢ 2 


Mr. Summerrietp. It depends on which one you are speaking of. 
We found it in a number of cases. 


22904—58 12 








168 TREASURY AND POST OFFICE APPROPRIATIONS, 1959 


WORK OF INSPECTORS 


Senator Jounston. Was not the inspector supposed to check on that 
and make corrections immediately ? 

Mr. SummerrFieLp. That is correct, but sometimes the inspectors 
made their recommendations and they were not corrected by the post- 
master in some of those communities. 

Senator Dirxsen. Did you have enough inspectors to go around? 

Mr. SumMerrFietp. Not enough to go around and to follow up, sir. 
But again that points up the necessity for more intimate management 
of the post offices and the movement of mail in and out of the post office. 

That is what we are trying to get to here. By reason of this experi- 
ment we were able to detect and point out where some of these serious 
mistakes were being made and to put the one who determined those 
inefficiencies in a position to take action immediately. 

Senator Roprertrson. I asked the Commandant of the Coast Guard 
why it took him 2 weeks to answer a letter I wrote him on February 
28. Hesaid he did not get the letter until March 3. 

Mr. SumMeErFIeELp. When was it mailed, sir ? 

Senator Ropertson. February 28. 

Mr. SumMerrievp. He did not get it until when ? 

Senator Rogertson. March 3. It is just from one end of Pennsyl- 
vania Avenue to the other. I was up at this end and he was down at 
the other end. 

Senator Jonnsron. This question is not in criticism of you. Doing 
away with the two deliveries happened before you came in. 

Mr. SuMMERFIELD. That is right. 


CHANGE FROM TWO DELIVERIES TO ONE 


Senator Jounsron. But in regards to the 2 deliveries did you keep 
the same carrier on the same route after the change from the 2 de- 
liveries to the 1 delivery ? 

Mr. Summerrietp. You see, that operation had been completed 
before we came in. 

Senator Jounstron. I know, but the same carriers were kept on the 
same routes? Is that correct? 

Mr. SumMeERFIELD. I cannot answer that question. I believe so. 

Senator Jounsron. In some cities that caused the mail to be de- 
livered at least 24 hours later, is that not so, when you went from 2 
deliveries to 1? 

What does the mail carrier do when he makes his one route? He 
was making the two deliveries. 

Mr. Lyons. Actually, Senator, the routes were lengthened. 

Senator Jounston. The routes were lengthened ? 

Mr. Lyons. Yes, sir; they did not have sufficient funds for a suf- 
ficient number of carriers to make two deliveries a day. 

Senator Jounsron, Is it not also true when you lengthened some of 
the routes—some of them you did, some of them you did not—but when 
you lengthened that route in a good many instances he could not carry 
all the mail for that route and he picks up mail along the way; is that 
not right ? 

Mr. Lyons. That is correct. 
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Senator Jounston. So you had to have another man to bring that 
mail to him along the route more than you did prior to the two de- 
liveries; is that not right? 

Mr. Lyons. Yes, sir. 

Mr. SummerrieLp. May I proceed ¢ 

Senator Ropertson. Yes, sir. 

Mr. Summerrrevp. B. Mail was delayed by being massed on larger 
post offices and terminals. ; 

C. Direct pouches were not established as warranted and mail was 
delayed by unnecessary handling at intermediate points. 

These were only a few of the findings. _ 

But before those field services officers finished their preliminary job 
in western Pennsylvania, they had improved the mail service in over 
90 percent of the post offices covered—advancing the forward move- 
ment of mail from one-half day to48hours. __ 

By the way, that operation in Pennsylvania is all completely docu- 
mented. , : 

It was disturbing to find that more than two-thirds of the corrective 
actions required in western Pennsylvania were in the area covered 
by district transportation office responsibilities. In this connection, 
it should be pointed out that more than 100 district transportation 
offices existed throughout the United States for upwards of 50 years. 

This experience caused us to take a serious look at district offices 
as such, whether transportation or operation districts. 


REASON FOR SERVICE DETERIORATION 


The reason for some of the deterioration in service stems back to 
the fact that district offices became paperwork centers, tying up dis- 
trict personnel in routine procedures which kept these knowledgeable 
persons fromm making the continuous contacts with installations which 
are so necessary if we are to keep the mails moving efficiently across 
the United States. 

WORK OF FIELD SERVICE OFFICERS 


At the end of 6 months we decided to find out what the postmasters 
thought of this on-the-spot assistance rendered by the field services 
officers. Nearly 1,000 postmasters wrote back to their 2 associations 
and the vote was more than 9 to 1 in favor the field services officer 
concept. Many of them stated that this was the most progressive 
move ever made by the Post Office Department to improve the postal 
service. 

In August 1957 the field services officer idea was applied to the 
total Philadelphia region as well as to the Greater Metropolitan New 
York area. In each of these steps it has proved its way. 


PRESENT REGIONAL REORGANIZATION 


Now the present reorganization of the regions on a national basis 
provides for the conversion of district operations and transportation 
managers and their assistants to field services officers. These field 
services officers will serve in a limited area as the personal representa- 
tives of the regional operations director. These men will be free of 
administrative detail and the paperwork inherent in the district office 
setup, so that they can spend their time assisting the management team 
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in post offices, terminals, and airmail fields in solving their day-to-day 
problems and coordinating the movement of mail between installations. 

The counterpart to the field services officer in the area of transpor- 
tation is the mobile services officer, who will have jurisdiction over a 
group of railway post offices, highway post offices, and transfer offices. 
The administrative work for the mobile services officers as well as the 
field services officers will be performed at regional headquarters. 

In implementing this reorganization we have informed all employees 
that their civil-service rights will be protected and that their con- 
tinued employment is assured. 

The transfer of employees from one area to another will be kept 
toa minimum. 

CONTEMPLATED REDUCTION IN COSTS 


In addition to a more effective management control designed to meet 
the ever-changing conditions in the postal service, it is expected that 
ultimately there will be some reduction in overall regional costs. 

We appreciate this opportunity afforded by your committee, Mr. 
Chairman, to explain our reasons for reorganizing our field structure, 
and with your continued support we will show a material improvement 
in the postal service. 

I give you this explanation so that you can understand more inti- 
mately what our problems have been in field service operation. 

Senator Rozsertson. Mr. Summerfield, I do not know whether it has 
been due to your repeated efforts in recent years on the rates on letters 
and on material, but I do not think I am exaggerating when I say I 
have gotten more complaints about the service in recent years than 
I ever got before. I do not know whether those complaints are justi- 
fied or not, or whether they look upon these increases in pay and then 
say they do not get the deliveries. 

Most of them are complaints that they do not get it as promptly as 
they used to get it. 

Now, a lot of these complaints are bound to come to you. Do you 
find any increase in the complaints, or decrease? What is your ap- 
praisal ? 

Mr. Summerrievp. I would not say we have any more complaints 
generally. I think we are having less as far as the overall country is 
concerned, but we are having more now than 2 years ago in certain 
sections. 

The reasons for it are varied, but in particular there are two. 

One is the lack of facilities, and the other is the lack of this kind 
of operation where you can have someone directly responsible—— 

Senator Roserrson. You mean the volume has outstripped our fa- 
cilities for handling ? 

Mr. SumM=rFIELD. We have some tragic instances. I refer to Sen- 
ator Bridges’ section of the country. We have many, many post offices 
that were built in cities, in the New England area, that were built 30 
to 50 or 60 years ago in communities that then had populations any- 
where from 5,000 to 7.000, 9,000, 10,000, 12,000 persons. 

Today the same facilities exist where the population is now 25,000 
to 90,000, doing business in the same facilities. most of them located on 
properties where we have no room for physical expansion. 

So we are in buildings that are completely outmoded. 
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On top of that there is no modern machinery within those post 
offices to speed up the mail within them where we don’t have any 
room to put any more people. 

Senator Rosertson. There was a building program in 1940 and 
there has not been any more except under the General Services Ad- 
ministration plan in the last few years and there are not too many of 
those. 

Mr. ScuMMERFIELD. Sometimes I think I have almost outworn my 
welcome in my constant appeals to the Members of Congress—— 

Senator Dmksen. No; you have not. 

Mr. SumMeErFIELD. In my desire and that of my associates to try to 
give the people of this country a modern postal system. 


NEED FOR MODERN SYSTEM 


I can say to you again with all the sincerity I possess, that the time 
has come when we can no longer procrastinate or delay the moderniza- 
tion of the postal system of America. 

When you have post offices that are so congested in some of these 
cities I spoke of a moment ago that they have no more room in which 
to work any more mail, they put it up in bags, they put it on the train, 
it goes into New York, 50, 75, 80, 90, 1,000 miles away, to be worked, 
put back on another train to be returned to the same area so that it can 
be distributed 2 or 3 days later because of a physical inability to 
process that mail. 

Now, that is how serious the situation is. I can give you dozens 
and dozens of examples of that. 

Senator Rozerrson. Now, you have an item in your current budget 
for new equipment to take care of any new post offices, but if you get 
the 5-cent first-class rate, how are you going to get access to that $175 
million a year? 

Mr. SumMerrtevp. Right before this committee. 

Senator Rozerrson. It is not in this bill now ? 

Mr. SuMMERFIELD. No. 

EFFECT OF RATE BILL ON FUNDS 

Senator Roperrson. It would have to be a new bill after we got that 
rate bill passed ? 

Mr. Summerrievp. After the rate bill is passed and I am hoping it 
will just be a matter of days if not hours. 

Senator Rosertson. Will that $175 million be in addition—what do 
you have in here—$60 million. 

Mr. SuMMERFIELD. $69 million. 

Senator Rosertson. Will that be in addition to the sixty-nine? 

Mr. SuMMERFIELD. That is correct inasmuch as the program now 
calls for this modernization and building program to be completed in 
3 years rather than 3 to 5, as we originally planned. 

So we will need more money the first year. So that $69 million 
will be in addition to the $175 million we anticipate receiving, but the 
$175 million can only be made available to us by the act of this Ap- 
propriations Committee. 

Senator Rosertson. The poimt is that you could use both the $69 


million and the $175 million if you get into the kind of building pro- 
gram that you want ? 








172 §# TREASURY AND POST OFFICE APPROPRIATIONS, 1959. 


Mr. SuMMERFIELD. Yes. 

Senator Dirxsen. Mr. Postmaster General, let us talk a moment 
about the building program. There are three ways in which con- 
struction can be financed. 


LEASE PURCHASE PROGRAM 


The first one would be under the expired lease-purchase program. 

Mr. SumMMERFIELD. Yes. 

Senator Dirksen. That is one way to get the money; namely, that 
the contractor or organization or an individual built it and leased it 
to the Federal Government. That was the case of Rock Island, I1., 
where Mr. Sessions and I went over there and dedicated the building. 

That authority no longer exists so presently at least that is out 
except for whatever authority remains to complete the 92 buildings 
that are in the mill. 

Mr. Summerrtecp. I think that is the total for all buildings, not 
just the Post Office. 

Senator Dirksen. That isright. But that is out. 

Mr. Summerrieip. That is right. 


DIRECT APPROPRIATION FOR BUILDING 


Senator Dirksen. No. 2, Congress can appropriate directly and I 
was advised about an hour ago that they are seriously contemplating 
a direct appropriation in the House of Representatives. 

Now, we have had no direct appropriation for that purpose, if 
memory serves me correctly, since 1938. It seems to me that every 
bill which I had an identity over there years ago always involved a 
rather interesting political limit, one per congressional district per 
year. Is that not your recollection when you were over there? 

Senator Rorertson. I did a little better than that. I used to serve 
on the Post Office Committee over there. 

Senator Dirksen. So did I, but it did not do any good, but since 
1938, there have been no direct appropriations. 

Mr. SumMMERFIELD. Correct. 

Senator Dirxsen. In the absence of direct appropriations and in 
the absence of lease-purchase, those are two methods of approach by 
which we can get building for post offices. 

Mr. Summerrtevp. That is correct. 

Senator Dirksen. No. 3, you have present limited authority to pro- 
vide small structures. I wish for the record now at this point you 
would make plain what the limitations are on your authority to build 
little Federal buildings in small communities. 

Mr. SumMerrievp. There are none as far as leases are concerned. 

Senator Dirksen. There are no limitations? 

Mr. Summerrretp. No; the only time we are limited is where we 
want to do something with the present Federal structure that is under 
the jurisdiction of GSA. 

But we have complete authority to first select a site most suitable 
for the purposes intended. 

Senator Dirksen. If you have the money ? 

Mr. SumMerrietp. That is right. We select the site. We take an 
assignable purchase option on that property. Then we proceed to 
design the building. 
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NO LIMITATION ON SMALL STRUCTURES 


Senator Roserrson. You mean you do not have the limitation we 
used to have that it has to be a first- or second-class post office ? 

Mr. SuMMERFIELD. No, sir; when we lease. 

Senator Rosertson. You can do it for either third- or fourth-class 
post offices ? 

Mr. SummerrrevD. That is right, on the basis of need. Tine 
of course, fourth-class postmasters supply necessary space under the 
law, for which they receive a reimbursement. 

Senator Dirksen. Spell this out a little. 

Mr. Summerrtetp. We design the building suitable for our serv- 
ices. Having acquired a piece of land in the proper location, taking 
into consideration the apparent growth, trends of growth for that 
particular area, of such size to take care of a reasonable expansion of 
that building in the foreseeable years ahead. 

Senator Dirksen. You are talking about expansion of a building. 
Tam talking about a new building. 

Mr. SummerrieLp. I am saying we provide for the acquisition of 
such land that will permit at some time in the future for the building 
to be expanded and not always to have to be moved. Then we adver- 
tise for bids. 

The low rental bidder will build the building to our plans and 
specifications. We then assign our option for the land to him and 
lease the property back on a straight rental basis. 

Senator Dirksen. For any size building? 

Mr. Kies. Any size. 

TIME LIMITATIONS 


Senator Dirksen. What about the time limitations in the lease? 

Mr. Kres. It is a 30-year limit plus option to renew. 

Senator Dirxsen. This is strictly, however, for a postal building 
and nothing more. 

Mr. Summerrterp. That is right. 

Senator Dirksen. You could not accommodate other Federal agen- 
cies in the building? 

Mr. Summerrte.p. No, strictly post office. 

Senator Dirksen. So actually under the authority you have now 
you could get an option on a piece of property and get an interested 
contractor, assign the option to him, and have that contractor build 
a post office building in Chicago or in Bingville, where the population 
is 900, and then lease it back. 

Mr. Summerrietp. That is correct. 

Senator Dirksen. Under existing law ? 

Mr. SumMerrie.D. That is correct. 

Senator Dirksen. What funds are necessary? I suppose you would 
have to have some funds? 

Mr. Summerrietp. Rentals only and equipment to go in them. 

Senator Dirksen. Equipment would be a problem; would it not? 

Mr. Summerrretp. That is right. 

Senator Dirxsen. Especially for a large office. In Council Bluffs 
the post office building fell down; it got tired. 

Mr. Summerrrevp. There are many of those, sir. 

Senator Dirksen. Now that would have been a pretty good size 
post office but you could have done it there. 
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BUILDING UNDER PRESENT PROCEDURE 


Mr. Summerrievp. That is right. And we have built 2,079 up to 
a few days ago under this procedure. The remarkable part of this 
is we are ‘building new buildings to our specifications and it is costing 
us less money in “yental per square foot than in many of the existing 
buildings that we are presently renting and have been for years 
before—outmoded buildings that were never designed to be post 
offices. 

There is a substantial savings because these buildings are 80 to 90 
vercent utilized in the operation of the Post Office Department. We 
fave no waste space in them. They are functional buildings. Yet 
they represent an excellent investment for the owner because they 
are in a very choice location. The buildings are not designed for a 
single purpose; they are buildings that could be quickly “converted 
to any other purpose. 

So it is an excellent investment for private capital and it has a very 
stimulating effect on the adjacent properties. Almost without ex- 
ception we go in a community and builda oo building. 

In a matter of days or weeks you see facelifting of other buildings 
in the area. Everybody spruces up because it is a building of char- 
acter, attractive, so it has a very desirable effect on the economy of 
the community. And we do not have to add to the national debt 
limit to finance it. 

Senator Dirksen. I thought I heard Mr. Kieb say the limit was 30 
years. Is that the absolute limit ? 

Mr. Kies. We are restricted to make noncancelable lease periods 
from 1 to 30 years. We determine the period depending on the stabil- 
ity of the installation in the neighborhood. Then we are permitted to 
take the renewable option at the end of that time. At the option of 
the Government we may renew for a given period so that we reserve 
that property to the Government over a period of an estimated life of 
50 years. But we commit the Government only to the basic period as a 
guaranty. 

Senator Dirksen. Once the lease is made it is a noncancelable lease ? 

Mr. Kres. That is right. That is why we made some for 10 or 15 
years. Depending on the stability of the building in that neighbor- 
hood. 


SHARING BY OTHER AGENCIES 


Senator Dirksen. With respect to the sécond-class post. office, is 
there a disinclination of the Government to do that unless other agen- 
cies can share a room like Agriculture, Commerce, Labor, Social 
Security. 

Mr. SumMerrievp. Disinclination as far as the post office is con- 
cerned ? 

Senator Dirksen. No, disinclination generally in Government. 

Senator Jounsron. You are speaking of General Service now? 

Mr. SummMerrtevp. I don’t know of any. 

Senator Dirksen. Let us take, for instance, a post office building 
like the one in Peoria. That was completed when I was in the House. 
I remember the dedication ceremonies. I fulminated about it at the 
time because they said we are building for the next 15 years and we 

ought to be building for the next 50 years. 
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They have outlived it already. I think I even got ousted out of 
my office and had to move my office to Chicago out there. But So- 
cial Security is there and Internal Revenue and others. Now when 
other agencies want to share then what happens ? 

Then your authority falls, does it not? 

Mr. SumMerrievp. That is right. 

Senator Dirksen. You cannot do it. In other words it is strictly 
for postal purposes and nothing else. If some agency comes up on 
your blind side and says, “Wait a minute, put in 2,000 square feet 
for us,” you just have to say, “no dice.” 

Mr. SumMeErRFIELD. We have not done that. 

Mr. Kies. No, but General Services Administration has legislation 
pending which will give them authority to make leases up to 15 years, 
so they may enter into les asing projects for the benefit of other agen- 
cies but no other agencies are housed in the buildings which we lease. 

Mr. Summerrietp. We are recommending this, where we are re- 
placing federally owned buildings now occupied by the Post Office 
and other departments, that the space be vacated, be utilized by the 
other departments of Government who are presently renting space 
in other office buildings and privately owned properties. 


QUESTION OF 15-YEAR AUTHORITY 


Senator Dirksen. Why does General Services ask for only 15 years 
as against your authority for 30 years? 

Mr. Kren. You will have to ask General Services. 

Senator Dirksen. Do you havea theory about it? 

Mr. Kies. They have been permitted to make noncancelable leases 
only for a 5-year period. The Bureau of the Budget has requested 
them to request similar leasing authority that we enjoy because it has 
been so successful in our oper ation. 

Of course, we need more flexibility than most of the other Govern- 
ment agencies. They have now requested 15 years. Why, I do not 
know. 

EQUIPMENT AND FACILITIES 


Senator Dirksen. The $69 million that is in here for equipment 
and facilities is for just this purpose and also to renovate and mod- 
ernize existing structures. 

Mr. SumMerrtevp. That is correct. 

Senator Rorerrson. Does that include this new machinery you 
showed us or not? You showed us some pictures. 

Mr. SumMmerrtieLp. As far as our fund can be stretched to do that, 
but we don’t have much funds to buy new machinery. 

Senator Roperrson. How many post offices did you say, if you had 
the money to equip them and all, should be built ? 

Mr. Summerrietp. We will need to build or modernize between 
12,000 and 15,000 post offices. 

Senator Roserrson. The other day before the Banking and Cur- 
rency Committee they said if we could get 200,000 new homes 
started—and they certainly don’t cost as much as the post offices— 
it would give jobs for a year for 2 million men. 

How many of these would you build a year? You said 12,000 or 
15,000 total. 
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Mr. Summerrrevb. Divided over a 3-year period. 

Senator Roserrson. That would be 15,000? 

Mr. SUMMERFIELD. Yes. 

Senator Roperrson. Well, one in a congressional district would 
not take but 435. You could really put out a lot of jobs, could you 
not ? 

Mr. SuMMERFIELD. 12,000 to 15,000 post offices divided by 48 States 
is about 300 post offices for a State. 

Senator Jounston. How many post offices have you built under 
the system where they amortize and pay up in so many years, 25 or 
oO years. 

Mr. Kren. We have had 48 projects approved before the right to 
submit additional projec tsexpired. Of that 48 we have : actually been 
able to complete only 3 and we have 8 more now on the market. 

There will be another 6 on the market in another 6 weeks. 

Senator Jonnsron. What has been the trouble with that ? 

Mr. Kres. It has been a new procedure. It takes time to get a 
project approved through the machinery of approval on the basis of 
estimates and then the time between them and the time that we can 
offer it to market, the estimate has missed the market. 


ADVANTAGE OF LEASING SYSTEM 


That is one of the advantages of this leasing program because we 
get to the market immediately and we Bet the market reaction 
immediately. 

Senator Jounston. What is the difference in the peony you pay? 

Mr. Kren. Leased buildings cost us about 10 to 15 percent less in 
annual payments than lease- purchase buildings. 

Senator Jounston. So the man that owns the building is making 
that 10 to 15 percent over the term of 25 or 30 years? 

Mr. Kies. You misunderstood me. Leased buildings cost us less 
in rent than lease-purchase buildings cost in annual payments. That 
is because we have to pay for the buildings themselves over the period 
of the term of the contract. We also have to build them to higher 
quality specification because we are coming into ownership and we 
undertake structural maintenance immediately. 

Senator Jounsron. I can understand in 25 or 30 years vou do own 
the building at the end of that time. The other you do not own 
anything. 

BUILDING MAINTENANCE 


Mr. Kies. And we do not undertake maintenance. Maintenance is 
the burden of the owner. 

Senator Jonnston. But that is a pretty high price to pay even at 
that ; is it not? 

Mr. Kies. It is lower per average square foot, the rent is lower 
than the annual cost of the taxpayers of Federal buildings. 

Senator Jonnson. I was talking about where you amortize and get 
the building back. That is a pr etty high price to pay for the building 
if you are paying 10 or 15 percent more. 

Mr. Kres. That still is lower, according to our surveys, Senator, 
than the public works built buildings are costing the taxpayer on 
a per-square-foot basis. 
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Senator Ropertson. General Summerfield, everybody in Congress 
is disturbed over the unemployment. There are a lot of schemes to 
relieve it. Some are sounder in my opinion than others. There could 
not be, in my opinion, a sounder scheme that would give jobs better 
distributed, quicker, than a modernization of postal facilities that 
are so urgently needed. 

Now suppose instead of appropriating $500 million for another 
PWA program or something like that, this committee and this Senate 
should decide we will just add right now $50 million to your $69 
million equipment funds, on an average how many new post offices 
would that authorize per district? We have to get it down to a prac- 
tical basis, you know. 

Senator Jonnston. Now you are getting down to my system. Iam 
saying, use the money that comes in for retirement from the Govern- 
ment employees in it. You have $157 million coming in there a year. 

Senator Rorertson. If you had $50 million and your $69 million 
equipment fund and we tell you to get on this program of building 
as quickly as you could and give us a fair distribution all over the 
Nation, how many could we say per State or per district ? 

Senator Dirksen. How much money can we effectively spend in a 
fiscal year? 

Mr. Scummerrtetp. You see, the best part of all this is that we are 
prepared to proceed. 

This is not a new program with us. We have been getting ready for 
31% years. It happens now that our equipment has been designed. 

We are ready today. We have an engineering staff. We are ready 
to turn out plans and specifications like sausage out of a grinder. We 
are ready to go ahead today with this program and complete it in 3 

ears. 
: It isa blessing that we are ready todoit. I know of no other method 
or procedure to follow to devise as much work in as many areas as 
quickly. 

Senator Ropertson. We don’t want to put another $50 million in 


here and have it all spent on some old buildings we already have. 
That does not produce any jobs. 


EXPENDITURES FOR RENTALS 


Senator Jonnston. I would like to know how many millions you 
spend for rental purposes each year now. 

Senator Rorertson. I am asking you now about the $50 million 
added to your $69 million. If we put in $50 million in here we would 
have to earmark it positively for new construction. 

Senator Dmxsen. Let us get a very, very clear statement in the 
record. If within the wisdom of this subcommittee it recommends 
an additional $50 million, you have present authority to proceed with 
new structures and the fund with which to equip them, and that com- 
bination could develop how many new post offices equipped and oper- 
able in any 1 year for a period of years. 

Mr. SumMeERrrFIELD. It is impossible, Senator, to tell you exactly 
because we have crude figures based on a rough ratio. On the basis 
that we are currently building 650 post offices a year under this leas- 
ing program, with the $70 million capital program, which is our appro- 
priation. If we took a ratio, the additional $50 million might give 
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us another 450 or 475 post offices which would be around 1,000 or 1,100 
a year. 

But I would like to point out that this 475 additional would meet 
only a small part of our needs, and it would not go nearly as far as 
we should toward improving the service. 


POSSIBILITY OF RATE INCREASE 


Senator Rosertson. We still have the possibility that Congress 
might approve the 5-cent rate and you would have the $175 million 
to add to it. 

Senator Jounstron. That $175-million is to equip the post offices and 
get modern equipment. 

Senator Rosertson. That is the same thing, the same kind of 
money. 

Senator Drrxsen. I am always thinking a bird in the hand is worth 
two ina bush. There is a bird in the hand right here. Now out of 
the $69 million some portion of it will be devoted to modernizing 
existing post offices where you are not going to change the structure. 
What part of the $69 million will be devoted to that ? 

What the chairman has in mind is building and equipping brand- 
new post offices. 


FUNDS FOR MODERNIZATION 


Senator Rogertson. Evidently a very substantial part, because he 
said it would be 640 and we would get 400 additional to that. 

Senator Jounsron. That is a flexible amount that could be spent 
that way, I thmk. Isn’t that true? 

Senator Dirksen. Let us see. You have vehicle procurement, ga- 
rage equipment, improvement programs, generating equipment. 
Equipment for new and remodeled buildings, new types of equipment. 
You have a host of items up there which make up the $69 million. 
I think what we should have in mind is what portion of that $69 
million will go to equipping new post offices that you build and then 
what should we add to it? 

Senator Kopertson. This is such an intriguing subject that I be- 
lieve we would save time if we would adjourn until tomorrow and 
let them come back with some figures. 

Senator Jounsron. Isn’t it true with $69 million you would have 
to require a very large amount of that for just equipment alone with- 
out renovation and things but if you have more, of course, you could 
go into it a little further with the renovating and things of that kind? 

I think that is true, knowing the post offices as I do. I think you 
will find that is the answer to it. 

Mr. Summerrrecp. You know, Mr. Chairman and gentlemen of 
the committee, I am sure you realize, the more you think of this, that 
if we have to gear up to build 12,000 post offices in 3 years that it 
requires a tremendous amount of organization work. 

Senator Roserrson. I remember 1 time for 1 little post office in 
a relatively small town it took more than a year for me to get the 
design. I don’t know, if you have to spend that much time to design 
them, we won’t get any relief work out of it. 

Mr. SuMMERFIELD. We are gearing up to do the 12,000 jobs in 3 
years. That is a fact I would like to point out to you, Senator. 
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That I hope by doing this it won’t affect the overall program which 
Congress is now considering. 


Senator Rosrrrson. I don’t think this will have any direct effect on 
it at all. 

Senator Jounston. Isn’t it true that you already have the designs 
for fair size post offices at the present time ready to go forward ? 

Mr. SumMerrreLD. Generally, yes. However, we do have to com- 
plete the engineering drawings ‘and architectural drawings in detail. 

Senator Rosertson. The Chair is going to ask if they wil not give 
some thought to this and come back at "10: 30 tomorrow. 


RENTAL PAYMENTS 


Senator Jonmnston. How much do we pay for rental of post offices 
now? 

I would like to know how much we pay for rental of post offices 
and how many post offices the Government itself owns at the present 
time. 

Senator Rosertson. He told you he can build them anywhere. 

Mr. Summerrreip. Our budget this year which you are presently 
considering calls for $36.9 million for rent. 

Senator Dirksen. Mr. Summerfield, could you do this. And I sub- 
scribe to the chairman’s suggestion, and we are going to have to go up 
and vote anyway, that we recess until tomorrow morning. Now ‘when 
you come bac ‘k T wonder if we can approach it from this logic. 

There is $69 million carried in the bill now. Be able to tell us what 
is going to happen to that $69 million so far as new structures are con- 
cerned and the equipment to go in them. Then, secondly, what does 
it take in equipment money under your present authority to add 500 
post offices to your present program. 

No. 2, what does it take to add 1,000 post offices to your program. 
Then we should have some reasonably definite information as to the 
availability of equipment, how soon it can be contracted, when it could 
be delivered, how fast you could get into completion of design work, if 
necessary, and start on structures. 

Senator Roperrson. In other words, the information necessary for 
us to make a case that this would be an antirecession program. If you 
cannot get underway before next fall, then they will say let us give a 
tax cut. 


TOTAL POST OFFICES OWNED 


Senator Jounsron. How many post offices do we own outright in 
the United States? 

Mr. Summerrievp. About 3,300—3,267 Federal buildings. 

Senator Jonunsron. Isn’t it true that those 3,300 are most of the 
larger post offices throughout ? 

Mr. Summerrretp. That includes most of the large ones. Some of 
them are not too large. 

Senator Jounsronx. Some of them you have both the post office and 
courthouse in, located in various and sundry places. I know in my 
State, like Charleston, Spartanburg, you have e, Anderson, also Co- 
lumbia. The larger post offices you already own in a good many towns. 

Mr. Kren. They need modernization badly. 
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Senator Jounston. Some of them are so antiquated that you would 
do good to get rid of them and build new post offices. 

r. SUMMERFIELD. In your State we have Beaufort, Camden, Gren- 
ville, Orangeburg, Spartanburg, Sumter, Charleston among others. 

Senator Jonunston. That is the larger towns. 

Senator Rosertson. ‘The committee stands in recess until 10: 30 and 
the Postmaster General will come back with such assistance as he may 
deem proper to give us this additional information. 

Mr. SumMerrtetp. Thank you, Mr. Chairman and members of the 
committee. 

(Whereupon, at 4:05 p. m., Wednesday, March 12, 1958, the com- 
mittee recessed, to reconvene at 10:30 a. m., Thursday, March 13, 
1958.) 
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THURSDAY, MARCH 138, 1958 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. A. Willis Robertson (chairman of the sub- 
committee) presiding. 

Present: Senators Robertson, Hayden, Dirksen, Johnston, and 
Carlson. 


POST OFFICE DEPARTMENT 


FURTHER STATEMENTS OF ARTHUR E. SUMMERFIELD, POST- 
MASTER GENERAL; EDSON 0. SESSIONS, DEPUTY POSTMASTER 
GENERAL; AND HYDE GILLETTE, ASSISTAi/T POSTMASTER GEN- 
ERAL, BUREAU OF FINANCE 


TRANSFER LIMITATION 


Senator Rozertson. The committee will please come to order. 

We are glad to have the Postmaster General before us again. 

Yesterday the chairman raised some question about the need for 
restoring the funds which had been cut from the budget estimate by 
the House, first, because the estimate made last fall of the volume of 
mail might be off because of the recession; secondly, because there was 
limitation of a 5-percent transfer. 

I understand that the Postmaster General and one of his deputies 
would like to put in the record a statement indicating to what extent 
that 5-percent transfer is a limited fund. 

Mr. Giutterre. Thank you, Mr. Chairman. 

In reference to your remarks, H. R. 11085 states, on page 11, as 
follows: 

Provided, That not to exceed 5 per centum of any appropriation available to 
the Post Office Department for the current fiscal year may be transferred, 
with the approval of the Bureau of the Budget, to any other such appropriation 
or appropriations; but the appropriation “Administration, regional operation, 
and research,” shall not be increased by more than $2,000,000 as a result of 
such transfers. 

I simply wanted to call the committee’s attention to this limitation 
on the administration appropriation because I felt that it was perti- 
nent to the discussion of yesterday, Mr. Chairman. 
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DISCUSSION OF POSSIBLE BUILDING PROGRAM 


Senator Roserrson. General Summerfield, do you wish to supple- 
ment the statement you made yesterday about what you could do with 
an additional $50 million for equipment for new post offices if you 
had it? 

Mr. Summerrietp. Yes, Mr. Chairman. 

I will ask the Deputy Postmaster General to review with you and 
the committee some figures that were compiled yesterday in further- 
ance of the suggestion by Senator Dirksen. 

Senator DirKSE wx. Mr. Ch: rman, we put that in the alternative, I 
think, what could be done with $50 million, or what it would take by 
way of additional facilities to build and equip 500 new buildings or 
1,000 new buildings, and how fast such a program. could be initiated 
and moved on to become effective, 

Senator Rogerrson. The Senator from Illinois is correct because, 
in the closing moment of the session, that was his proposal. 

Mr. Sessions. Mr. Chairman and Senator Dirksen, in gt to sim- 
plify the discussion, we are assuming a $50 million 1-year addition to 
our present capital program and also a $100 million sddition to our 
present capital program. Under our fiscal year 1959 capital program 
for buildings, equipment, and research, we now plan for 700 leased 
new buildings. With this $50 million addition to our present capital 
program, it 1s estimated that we could also build 200 more new build- 
ings to replace present space upon lease expirations, and we would 
repli vce 50 Federal buildings with leased quarters in new buildings, 
giving us a total in the $50-million plan of 950 new buildings with a 
cost in Federal funds of $80 million. And then, in addition, we would 
contemplate an expenditure of $5 million for additional research. 
We would purchase—and this, I might say, Senator, could be adjusted 
either between additional rehabilitated space or, if it were deemed 
wise, additional buildings, but, tentatively, we would purchase 5,500 
trucks and mailsters, for a cost of $13 million. We would also be able 
to rehabilitate 2,500,000 square feet of space in Federal buildings at a 
cost of $25 million. 

This is the breakdown of the total amount of $123 million; in other 
words, the $73 million current capital program plus a $50 million 
increased program. 

To recapitulate, you would have 950 new buildings in this $50- 
million plan, Senator. 

Senator Dirksen. In the $50 million or the $123 million ? 

Mr. Sesstons. The $50-million addition, Senator, which is added 
to our present capital program of $73 million, making $123 million. 
So I am still talking about the $50-million additional plan, which, 
as I understand it, is your question. 


OLD POST OFFICE BUILDINGS 


Senator Jounston. How many of these towns, where you have new 
post offices, will have also old post offices left in the town ? 

Mr. Sessions. You mean.in how many towns? 

Senator Jounston. In how many towns would you also have left the 
old building that you now have? 

Mr. Sesstons. About 250. 

Senator Jounston. About 250? 
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Mr. Sessions. That is right, Senator; buildings which we consider 
no longer suitable for postal service, which are outdated or obsolescent 
and which wouldn’t suit our needs any more. Many of these buildings 
are very old. 

Senator Jounsron. You turn them back over to the General Serv- 
ices Administration, do you not ¢ 

Mr. Sessions. The Federal buildings, Senator, yes. But the leased 
buildings are owned by lessors, by private capital. Two hundred of 
these buildings are lease expirations, and 50 of the 250 are Federal 
buildings. 

Senator Jounstron. Just 50 of them Federal ? 

Senator Dirksen. 200 are lease expirations. 

Mr. Sesstons. Yes, and mostly buildings which we have been leas- 
ing temporarily or which are no longer suitable for our needs, Senator. 

Senator Jounston. Most of the post offices you are building onto; 
isthatright? How many buildings will you build in all ¢ 

Mr. Sessions. 950, total. 

Senator Jounston. Of that 950, 250 you will not use any more. 
What becomes of the other post offices? 

Mr. Sessions. In the 50 Federal buildings we assume the space 
will be occupied by other agencies which need the space very badly. 

Of the lease-expiration buildings, some of them will undoubtedly 
be used for other purposes, some of them will be remodeled or re- 
designed by their owners for other uses. Some of them may be even 
torn down because of age and poor condition. 

Senator Jonnsron. Do you have long-lease contracts on some of 
the old buildings? 

Mr. Sessions. These are leases which are expiring that we have to 
renew or go into a new building. 

Senator Jonnston. So, with respect to every Federal building 
which you are building, a new post-office lease has run out. 

Mr. Sesstons. That is right, sir, except that the buildings are erected 
and owned by private interests for our lease. If we added $100 mil- 
lion, gentlemen, to our present fiscal year 1959 appropriation request 
of $73 million, we would have in 1 year a program for $173 million. 
With that amount of money we would contemplate mee our present 
program of 700 buildings will continue for fiscal year 1959. But we 
estimate that we would double the extra number of ae expirations 
which we would replace with new buildings. We would increase that 
program by 400. We would also double the number of Federal build- 
ings which we would replace with space in new leased buildings. That 
program would go from 50 to 100. 


TOTAL NEW BUILDINGS 


So the total number of new buildings which could be programed 
under the $173 million program, that is with $100 million of addi- 
tional funds, would be 1,200 new buildings. 

Also under that program we would contemplate purchasing 10,000 
trucks and mailsters, and we would rehabilitate 4,500,000 square feet 
of space in Federal buildings. 

Senator Jounsron. That amount of space you say is 4,500,000 square 
feet. 

Mr. Sessions. 4,500,000 square feet, Senator. 

Senator Jounstox. How many post offices will that mean remod- 
eling? 
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Mr. Sessions. I can’t tell you exactly, Senator; I would assume 
that the average square footage of these buildings might possibly be 
around 20,000 to 30,000 square feet. 

Senator Jonnstron. You do not. have that broken down into how 
many post offices ? 

Mr. Sessions. We do not have the exact figure at this time. We 
have it broken down by square footage in Federal buildings. 

Senator Jounston. However, you do have that. You had to have 
that to get your square feet. 

Mr. Sessions. That is right. 

Senator Jonnsron. Could you give the committee that informa- 
tion ? 

Senator Dirksen. You could not assemble it between yesterday 
and this morning. 

Mr. Sesstons. Yes, we could get it for the record. 

Senator Jounstron. I would like to have that. I think it would be 
well to have that. 

Mr. Sessions. We shall be very happy to do that. 

(The material referred to follows :) 

It is estimated roughly that the 2,500,000 square feet to be rehabilitated in 
Government-owned buildings would represent approximately 100 to 125 build- 


ings. The 4,500,000 square feet of space in Government-owned buildings to be 
rehabilitated would represent approximately 200 to 225 buildings. 


ESTIMATES TENTATIVE 


Mr. Sessions. I would like to point out to the Senator that, because 
of a large number of intangible factors affecting the accuracy of these 
estimates, all estimates in this schedule are tentative and we would 
like to use the data only for the purpose of comparison of orders of 
magnitude. 

The reason I say that, gentlemen, is because we are dealing with a 
great number of cotnractors and private architects and various people, 
and it is not possible to know exactly how well they will keep their 
promises. 

But I think these are reasonable estimates and reasonable assump- 
tions. I think under the pressure of a program of this type that we 
could expect about this kind of performance. 

Senator Jonnston. So it is true you have not entered into any con- 
tracts? These are only estimates? These are the best estimates you 
could get? 

Mr. antes, That is right, sir. 

Mr. Summerrie.tp. Mr. Chairman, I would like to make this obser- 
vation at this point, that these are not finalized figures, of course, nor 
determinations of exact locations of some of these post offices, because 
there are a number of factors that could influence change. One region 
may require priority over another region, which only time will develop 
for us, and we could increase the number of new post offices and 
decrease, for instance, the amount of motorized equipment that we 
would buy. 

Senator Rosertson. Are there any further questions? 


Senator Dirxsen. I think that is the story. I think that is what we 
wanted. 
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TRANSPORTATION 


Senator Roserrson. On the subject of transportation, the Chair 
wants to develop this material that was handed to me by the clerk of 
our committee. 

— many railway mail rate pay cases have been settled this 
year 
: Mr. SumMMERFIELD. The western and southern roads have been set- 
tled. The eastern roads are still under negotiation. 

Senator Ropertson. How many are pending? 

Mr. SumMeErFIELD. All the railroads in the eastern section. 

Senator Rozerrson. Is there money requested in the 1959 estimates 
to cover the pending cases which may be settled in fiscal 1959? 

Mr. Guiuette. No, sir; there is not. The President’s budget set 
forth that approximately $25 million in a supplemental might be 
required to cover the additional railroad mail pay. 


SUMMARIZATION BY CHAIRMAN 


Senator Rosertson. We will suspend a moment to see if the dis- 
tinguished chairman of the full committee, who is also a member of 
this subcommittee, has any further questions. 

While he is coming the chairman of the subcommittee wants to 
thank all the witnesses who appeared before us, and say that he has 
had no requests from outside witnesses to appear, and he notified all 
the members of the subcommittee that if there was anything they 
wanted to develop they would be given the privilege. So evidently 
both the Treasury and the Post Office Departments must have made 
a pretty satisfactory record on the House side. 

The Treasury asked for no increases. You ask for a modest one 
which you may not get, but we heard you very sympathetically and 
we want to thank you for your presentation, especially this last in- 
formation about the opportunity to improve the postal service and 
also furnish some jobs. 

As I pointed out yesterday, the testimony before our Banking and 
Currency Committee was that homebuilding, and even more so, the 
type of building that you would have because you use more steel and 
that is one of the depressed areas, is a good and sound and quick way 
of producing jobs. 

There may be some inaccuracy, because I heard over the radio that 
we were going to build 250,000 new homes whereas our estimate under 
this bill we passed last night was 200,000. Outside of the indirect 
help, they thought that 200,000 homes would produce a year’s work 
for 500,000 material and construction men. That would cut a pretty 
big swath into any period of unemployment. 

The Chair wants to thank you for your testimony, and before we 
close the hearings the Chair wants to know if our distinguished chair- 
man of the full committee would like to inquire as to any matter. 

Senator Haypen. I listened yesterday to the Postmaster General 
when he expressed some apprehension that he might be required to cut 


off services in order to meet the demands for increased mail and one 
thing and another. 


LEGISLATIVE PROVISION IN HOUSE BILL 


I was looking at the bill as it passed the House, and I want to point 
out to you, Mr. Chairman, that the House has a legislative provision 
in the bill, on page 11, line 15, which says: 
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Provided, That not to exceed 5 per centum of any appropriation available to the 
Post Office Department for the current fiscal year may be transferred, with the 
approval of the Bureau of the Budget, to any other such appropriation or appro- 
priations, but the appropriation “administration,. regional operation, and re- 
search”, shall not be increased by more than $2,000,000 as a result of such 
transfers. 

Senator Roserrson. Before you came in, that was read into the 
record. 

Senator Haypren. In lieu thereof they could place into the bill a 
provision similar to other bills. Let me read it: 

Provided, That hereafter, any appropriation required to be apportioned pursuant 
to section 3679 of the Revised Statutes, as amended, may be apportioned on a 
basis indicating the need for a supplemental or deficiency estimate of appro- 
priation to the extent necessary to permit an increase in mail volume or of 
other postal transactions in excess of the estimates of such transactions on 
which the Congress based the appropriations: Provided, That hereafter, not to 
exceed 5 per centum of any appropriation available to the Post Office Depart- 
ment for the current fiscal year may be transferred, with the approval of the 
Bureau of the Budget * * * 

and so on, 

In other words, I think you could cover the Postmaster General's 
trouble by some language like that, and I would like to have his 
counsel look it over and advise us. 

Senator Jounston. That is what I suggested yesterday, if you 
remember, based on mail volume. 

Senator Rosertson. If you could get some language that would be 
satisfactory to the House subcommittee it might facilitate a confer- 
ence if we put it in. 

Senator Haypen. We were disturbed yesterday because we did 
not want to put legislation in an appropriation bill, but the House 
having already legis): ited it makes it a little easier for us. 

Senator Roperrson. Absolutely. 

Senator Jonnston. Then you are just changing the wording. 

Senator Haypen. That is right. 


MARKUP OF BILL 


Senator Roperrson. The clerk informs the Chair that we should 
be able to get the printed hearings back by Wednesday of next week. 
We have to give the witnesses a ‘chance to review the transcript, and 
we will get them to the printer as soon as we get them back from the 
yarious departments. If we get the hearings back on Wednesday 
and they can be distributed to ‘the subcommittee on W ednesday, the 
Chair would hope that on Thursday afternoon, if there is no big 
conflict, the subcommittee could meet to mark up this bill. We would 
like to finish action on it before the Easter recess. 

Senator Dirksen. There is no hurry about it. 

Senator Roperrson. It is just a little matter of pride. 

Senator Dirksen. We are going to be here until August. 

Senator Roserrson. We want to relieve the Postmaster of any 
worries about whether he is going to get any restoration or not. But 
we take a little pride in being the first one to get a bill out. 

I will place in the record at this point a letter received from Sen- 
ator Potter regarding certain Coast Guard facilities. 
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UnItTeD STATES SENATE, 
Washington, D. C., March 17, 1958. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Subcommittee on Treasury and Post Office Departments, 

Committee on Appropriations, United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: I am writing to urge that your committee recom- 
mend approval of funds for the following two projects : 

(1) Coast Guard housing facilities at Sault Ste. Marie, Mich. : 

The Coast Guard base at Sault Ste. Marie, Mich., is the primary opera- 
tional base serving the St. Mary’s River and Lake Superior region of the 
9th Coast Guard District and the vital St. Mary’s River and Soo locks 
control stations. 

The barracks consist of two 2-story frame structures located at the lower 
base. The main barracks is a standard Army-type structure with a wartime 
capacity of 40 men. It is of temporary construction with sleeping quarters 
on the second floor and galley and mess facilities on the first floor. The sec- 
ond barracks is an old frame structure acquired about 1933 as a combina- 
tion station building. According to a report submitted by the Coast Guard, 
both buildings have outlived their normal period of usefulness. Repairs 
have been made periodically in order to prolong their useful life, but such 
repairs have been necessarily temporary in nature and cannot offset the 
progressive decay in the joists and framing due to dry rot and entrapped 
moisture around the footings of the structures. 

The layout of these barracks is very unsatisfactory and living conditions 
are substandard. There is no recreation area for the crew. The berthing 
area is overcrowded during the winter months. Showers and toilet facili- 
ties, as well as storage lockers for personal effects, are seriously limited in 
capacity. The location of the barracks at the lower base necessitates trans- 
porting the men to and from the main base a minimum of twice daily with 
a consequent loss of time from regular duties. 

Maintenance expenditures have been held to a minimum in anticipation 
of the construction of suitable replacement facilities at the main base. 
Since conditions cannot be materially improved except at prohibitive cost, 
continued use of these facilities will not permit solution of the operational 
problem and can only add to further reduction of morale of the personnel 
assigned. 

The Coast Guard estimates the cost of new housing facilities at the Soo to 
be $600,000 which includes, in addition to new barracks, 2 or 3 small offices 
to be used for administrative purposes. 

(2) Coast Guard moorings, Cheboygan, Mich. : 

The Coast Guard icebreaker Mackinaw is a major icebreaker used exten- 
sively in the Great Lakes for icebreaking, search and rescue, law enforce- 
ment, and checks on aids to navigation. 

Cheboygan, Mich., is in the immediate vicinity of the concentration of 
commercial traffic that converges on the St. Mary’s River from the lower lake 
ports and through the Straits of Mackinac from Lake Michigan. This loca- 
tion is, therefore, the most suitable as a home port for the Mackinaw. 

Mooring facilities for the Mackinaw are of a temporary nature and wholly 
inadequate. Due to serious erosion of the shoreline next to the piling clus- 
ters, it is necessary to install bulkheading along the shoreline, replace 
mooring and turning cluster piles as necessary, provide adequate shore 
water and electric power connections for the vessel and pave a utility and 
service apron where traffic to and from the vessel while in port can be 
handled. 

The Mackinaw cost $10 million to construct and today it would cost $15 
million. It is poor economy to berth a vessel of this tremendous value under 
temporary and inadequate conditions. The Coast Guard estimates the 
necessary construction will cost $249,000. 

Although the Coast Guard recognizes the unsuitable character of the housing 
facilities at Sault Ste. Marie, Mich., and also recognizes the inadequate mooring 
facilities for the Coast Guard icebreaker, the Mackinaw, at Cheboygan, Mich., 
unfortunately, the Treasury Department has not requested appropriation of funds 
for these urgently required projects. 
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It is quite apparent that Congress must initiate action looking toward construc- 
tion of these projects. Accordingly, I respectfully urge that your committee 
recommend approval of funds for their construction. 

Sincerely yours, 


CHARLES FE. Porrer. 


(See p. 24) 
Treasury DrepARTMENT 


RECONSTRUCTION FINANCE CORPORATION 


The three tables immediately following are excerpts from the Treasury 
Department’s Report to the Congress on the Liquidation of Reconstruction 
Finance Corporation as of June 30, 1957. 


I. ASSETS TO BE LIQUIDATED 


At the time the RFC liquidation became effective, the assets held or admin- 
istered by the Reconstruction Finance Corporation totaled $1,760,500,000. In 
addition, there were outstanding commitments to make or participate in loans 
which amounted to $250,500,000. After giving effect to liabilities of $39,400,000 
and reserves of $461,100,000, the bulk of which consisted of reserves for de- 
preciation of fixed assets, the net Government investment in these programs on 
September 28, 1953, was $1,260 million, with a potential additional investment 
of $250,500,000 represented by the undisbursed commitments. This investment 
in its main categories was as follows: 


In millions of dollars 


Net invest- Undisbursed 





| 
| 
| 
| Gross value ment of commit- 
of assets U. 8. Gov- ments 
ernment 
Lares Std nal igep inane eiy Tt ays eT poo) 
Be tee ocemeneeheens 726.9 672.4 110. 3 
Defense Production Act lending progr: am. 136. 5 130.9 136. 4 
Civil defense lending program 1.9 1.8 3.8 
Production programs and other asse ts remi aining from World 
War Il | 891.7 | 452.2 
Smaller War Plants Corporation._____________.-----__-----_-- 3.5 | 2.7 
PS thins «snc ehl jadi he seep ininiecycin sangre dncteevsaaabter 1, 760. 5 1, 260. 0 250. 5 


Il. PAYMENTS TO TREASURY FROM RFC LIQUIDATION PROCEEDS 


There was returned to the United States Treasury from liquidation of the 
assets held by RFC on September 28, 1953, a total of $1,033,099,617. In addition, 
from the proceeds of liquidation, $10,327,000 was transferred to other Govern- 
ment agencies in connection with the abaca fiber program and synthetic rubber 
research. The foregoing figures do not include transactions related to the 
Defense Production Act or civil defense lending programs which were trans- 
ferred from RFC to the Secretary of the Treasury at the time the RFC liquida- 
tion program began. 


The composition of the amount returned to the Treasury from the liquidation 
of RFC is as follows: 


Payments in reduction of RFC borrowings from Treasury (net) -—- $9, 867, 697 
Retirement. of RPC capital B00 cccid reer ichio tna penens 65, 000, 000: 
Payment of earnings and proceeds from liquidation of RFC 

NEE I ioe nities cs eterrirepneenepesinn titi nementinitionpsempapmneseneaniealion 285, 267, 276 
Payment of earnings and proceeds from World War II assets__.__ 208, 346, 199 


Payment of earnings and proceeds from liquidation of synthetic 





rubber and tin Programs— VPC neither st eee ne 460, 000, 000: 
Payment of earnings and proceeds from liquidation of assets of 
Smaller War Plants Corporation...._._.__...-.-.-_--......-.-. 2, 075, 000° 
Increase in amount of cash on deposit with Treasury__..--.---_- 2, 543, 445 
Total 
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Ill. THE ABOLITION OF RFC 


Under the provisions of Reorganization Plan No. 1 of 1957, the assets held 
by RFC on June 30, 1957, were transferred for final liquidation to other Govern- 
ment agencies administering similar continuing functions and the Reconstruction 
Finance Corporation was abolished effective at the close of June 30, 1957. 

In general, the transfers made under the plan were as follows: 

1. To Small Business Administration: Those assets and liabilities relating 
to business loans with individual balances outstanding of less than $250,000. 

2. To Housing and Home Finance Agency: Those assets and liabilities relating 
to securities issued by and loans made to political subdivisions of States and 
Territories. 

3. To General Services Administration: (a) The assets and liabilities remain- 
ing from RFC’s terminated World War II activities, and (b) the assets and 
liabilities remaining in the liquidation of the former Smaller War Plants Cor- 
poration. 

4. To the Secretary of the Treasury: (a) Those assets and liabilities related 
to business loans and securities with individual balances of $250,000 or more, 
(0) all securities of and loans made to railroad companies, and (c) all securities 
of financial institutions. 

The assets and liabilities remaining with RFC on June 30, 1957, and their 


disposition among other Government agencies are summarized in the following 
table: 



































Transferred to— 
| Total ee ee WM od Rees 
| HHFA | GSA SBA |Secretaryof 
| Treasury 
I. LENDING PROGRAM 
Cash. = -----| $9, 321, 528 | $1,055, 004 | $9,332 | $2,324,053 | $5, 483, 139 
Escrow funds__----- Sauce ----| 1,228, 102 3, 236, 102 |--..-.--...-] .| Z 
Business loans. one 51, 499, 370 edad | 14,612,019 | 36, 887, 351 
Railroad loans and securities _-.......-.-.- 8, 567,094 |_- seid Fang ongind | 8, 567,004 
Public agency securities _- Skee 4, 635, 591 4, 635, 501 j|.....-- | yore tiata ac a 
Financial institutions securities_.......-.- ae a SE ‘a ae oe 
Acquired collateral - - - - ae edisoe 1, 732, 744 492 | . 1, 695, 258 | 36, 994 
Other receivables -- - dit nidpaia weak tee 2, 581,350 | 1,399,367 |_....--...-- 594, 144 | 587, 839 
Less reserves... ange p 15, 200,000 | 2,872,785 | | 1,984,971 | 10,342,244 
FOCMksccss : cactews) CUE TO 5, 895, 771 | 9,332 | 17,240,503 | 45,999,173 
Liabilities _- : hs ndiinersa nian 400, 714 5, 004 9, 332 | 145, 897 240, 481 
Equity of U. 8. Government-.-_-.--- 2 68, 744,065 | 5,890, 767 | | 17, 094, 696 | 45, 758, 692 
Il. WORLD WAR II ACTIVITIES | | 
Cash-. . onac ‘ te Seaban ale 7, 558, 005 arenes SS Ul} ee ae 
Receivables anebicetehavebeseken tt heise 4, 793, 870 |_- a ile ds 
POGIOT GI) nicencncscccnhecsnececases . 1, 327, 283 eee - 
Tele. ....-. at pa 13, 679, 158 |_._.._-..-..| 13, 679, 158 | jpanipaneaugneiand 
Liabilities_. . alten ‘i 166, 119 |_.-- jive 166, 119 |__ sent aitnndb eal 
Equity of U. S. Government. -___--.- | 13, 513, 039 13, 513, 039 |_ |. ‘ 
ll, SMALLER WAR PLANTS CORPORATION 
Cash... phe wtitiineniaeiaan 261, 254 |... oie SE Bccdentscnenee sctnisibesdiaine 
Receivables a wanipind a aiateaiglediod De tiadeesebcaadt GE Ecdvantuale See 
Loans. ..-. Lc cdntcaswenenieeeee ees ; |. UU eee eee ee 
Acquired collateral - - SS ee 29, 791 = TI BS Bie sisisnscsinecptond Sera 
BE TORI UN a dc dice sotnacnentssaneeds 558, 332 seca SUE OEE bin nnennnhenance 
Total_. a= -ethcodinvatedalnas 570, 542 |. .«.---- Se Oss scot nakadatcann eben 
BS doe a wiccnnchendswsnnatnesiés aa 1,716 |.-2 el D, FE Einedadnvneeidihsbeusnunen 
|__| a | siieaell asi 
Equity of U. 8. Government-._-....-.--- | 577,826 iieanini DS ~ COROT ud ict iceddiaes : 
' ! 




















Loans and securities: 
Business loans _. 
Railroad loans _- 
Financial institutions - 


Total loans and securities _ 
Commitments outstanding: 
Deterred participations - 
Undisbursed authorization 
Total commitments 


Total loans, securities, and commitments _-- 





Original 
loan 


| $125 882 191 
8 778 159 


7, 224, 075 | 


|— : 


| 141, 884, 425 


9, 180, 907 


761, 381 


151, 826, 713 


| 


| 
| 
| 
j 





54, 103, 616 | 


Total 


522 165 


6 536, 704 | 
4, 779, 000 


48, 837, 869 


4, 504, 366 
761, 381 
5, 265, 747 
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RECONSTRUCTION FINANCE CORPORATION LIQUIDATION FUND—SELECTED DATA ON 
LOAN, SECURITIES, AND COMMITMENTS OUTSTANDING AS OF MarR. 13, 1958 


Outstanding Mar. 13, 1958 


Government 
share 


$33 458 090 
6, 536, 704 
4, 779, 000 


44, 773, 794 
4, 042, 986 

602, 788 
4, 735, 774 


49, 509, 568 





| 
| 
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Senator Rosertson. There being no further business before the 
committee, it will stand in recess subject to the call of the Chair. 

(Whereupon, at 10:55 a. m., Thursday, March 13, 1958, the commit- 
tee was recessed subject to call.) 
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